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_ GENERAL CRITERIA OF ECONOMIC DEVELOPMENT 


By Prof. E. Stuart Kirby 


The Far Eastern Economic Review has recently 
carried some interesting discussions on the subject 
of economic development and its meaning, with 
special reference to the Far East. F. H. H. King, 
in the issue of April 22nd, 1954, wrote on “The 
Truth about the Underdeveloped Far East’, E. F. 
Szezepanik contributed “Further Truth about the 
Underdeveloped Far East” in the issue of July 8th, 
and “Development Factors in the Far East” in that 
of July 15th. The present writer discussed the 
questions raised, on a somewhat wider setting of 
the “climate” of world opinion today, in the issue of 
July 1954, under the heading “Changing 
Thoughts on Economic Development’’. 


I wish now to take up further some of the 
difficulties which arise in the discussion of this 
subject. It seems to me that there is a lack of 
clarity at two different levels. I mean, a lack of 
clarity which pervades the subject as a whole, and 
I do not refer to the foregoing controversy in the 
Far Eastern Economic Review, or to the thoughts 
of the participants in it, particularly. 


The first group or level of difficulties is 
terminological. The term “development” itself, 
and many of the words essential to the discussion 
of the subject, and vague in themselves, have 
different: meanings to different people, and are 
heavily laden with subjective, political, ethical or 
other connotations. The second group or level of 
difficulties is in the technical handling of this new 
branch of economic aa or new application— 


not to 
analysis. 


The present article treats of the first group 
only. The second group will be discussed in a 
subsequent article. A third article will review 


say “new development’”—of economic 


some: recent developments of economic analysis in 


this field. 


In the following lines, therefore, we are dealing 


generally with some political and other connotations 
of “Development’’. 


The Asian peoples consider that they are on 
a common basis at the present time, and. face 
common problems in their relationship to the rest 
of the world. This feeling is strengthened by the 


political division of the world into two “camps”, 


Communist and Non-Communist: significantly, this 
division is often described as between “East and 
West”. A significant section of opinion prefers 
“Neutralism”’, and Asia standing independently 
between the contending factions, sinking its own 
differences in a common defensive front. But the 
divisions between these attitudes are not absolute, 
most Asians, affected by more than one of them, 
take some intermediate position. In any case, all 
of them tend to a consolidation of Aslan 
consciousness. 


Moreover, the outlook is increasingly forward- 
looking. - Almost all Asians feel that their common > 
interest and common problem is that of economic 
development in general, and Asian industrialisation 
in particular. 


a 
a 
‘ 
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The contemporary preoccupation with develop- 
ment—visualised as the elimination of all the 
disparities between the “backward and “advanced” 


areas of the world—is largely a new factor in 


world affairs, and especially in Asia. Economists 
and the educated public in the West were fully 
conscious of the problem of the meaning and 
implications of “progress”, down to some time in 
the nineteenth century. Thereafter, in Engltsh 
thought especially, a certain complacency and 
disinterestedness set in, in this field of study; from 
which we have only recently emerged, with a new 
revival of analytical and dynamic thinking. 


The Economics of Development, in its modern 
setting as the Economics of Underdeveloped Areas, 
appears as rather a new branch of the general 
subject of Economics; or at least as an entirely 
new application of old knowledge. For this reason, 
.its difficulties of terminology and vocabulary are 
considerable. The terms commonly used are 
fraught with varying associations and shades of 
meaning; care is required in the phraseology and 
definitions, from the start. : 

It is necessary to begin with the term 
“development” ‘itself. The most basic dictionary 
definition would refer simply to the process of 
change or evolution, of something becoming some- 
thing else. Strictly speaking, the term is neutral; 
it does not suggest what the thing is becoming, or 
ought to become. Scientifically speaking, develop- 
ment can be in any direction, or in different 
directions at different times and places. It does 
not necessarily mean “improvement”, but just 
“change’’, 
approval of particular observers. 


As far as possible, we should adhere to this 
rigidly descriptive and non-committal use of the 
word. It is one of the terms which today are 
becoming charged and distorted with political or 
psychological prejudices. The following are some 
of the meanings of the term, in current usage. 


1. One is, of course, its use to mean the extent 
to which the given resources, material or personal, 
are utilised. A country is “developed” economically 
if its stock of — is widely drawn upon and 
used ; “undeveloped” o “underdeveloped” if the 
gifts of nature are St a or insufficiently used. 


2. The second ‘common employment of the 
term is in relation to industrialisation, or the 
advance of technique. A general and absolute scale 
of mechanical and technical progress is assumed. 
The degree of development is assessed according 
to the position on this scale. The “earlier” or 
“lower” the economic unit is on it, the more its 
life depends on the efforts of man alone; the 
“further”, or “higher” the community stands, in 
this measure of “development”, the more machinery 


and organisation are used to supplement or displace. 


man’s work. A curious feature in this connection 
is that essentially the same technological judge- 
ments are invoked by all the nations and political 


independent of the approval or ' dis- 
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systems, however bitterly they may be opposed in 
politics or philosophies; capitalist, communist, 
socialist and other states alike aim for the 
apotheosis of the factory and-the machine. 


3. In this connection, it may be necessary to 
observe also that the term has different associations 
and connotations, in various languages. English 
is the lingua franca of advanced general discussion 
of this subject all over the world. Our terminolo- 
gical interpretations relate to British and American 
usages. In other languages, the wording may 
have a different “flavour” or shade of meaning; 


and in speaking English, people who are mentally 


translating from some other mother-tongue may be 
thinking to some extent of other nuances or 
metaphors. Take, again, the basic word “develop- 
ment”, of which we have given the root significance 
in English. The Frenchman is drawing on the 


game Latin root; and the German is using the 


same thought-form speaking of “unrolling’. But 
the Spanish-speaker uses also the word “fomento’’, 
suggesting a “stirring-up” or fomenting. The 
Russian terminology has the etymology of “‘activa- 
tion”. The ideographs used in Chinese and 
Japanese convey, however, some sort of a “bursting 
forth” “opening up” and “unrolling” in various 
combinations with each other. 


A person’s utterance may even be salieaieiiak by 
his own situational or occupational standpoint; for 
example, a photographer’s mind-picture of “develop- 
ment” is that of a swift chemical reaction, while a 
physiologist’s is that of a slow process of growth. 
Thus the terms must be selected for accuracy on 


the one hand and usefulness on the other, and their 


meaning and nature borne in mind. 


4. Development and diversification. Diversity 
is the key to economic progress. The Classical 
economists established it as a commonplace that 


where the wants or activities of persons or 


communities are alike, there is no incentive to 
exchange, no specialisation or division of labour, 
and hence no progress. Asia’s inhabitants are very 
conscious of the homogeneity of their production, 


the limitations of markets and effective demand, 


and the comparative lack of _ specialisation. 
Development is therefore to a large extent equated 
with diversification. This is seen as another aspect 
in which Asia lags behind the European and 
American Regions. In the Asian conditions, 
families, farms enterprises, villages, towns, 
localities, and even whole countries, depend (more 
often and more completely than in the Western 
world) on one particular crop, product, occupation, 
market, or line of activity—or very few of them. 


5. The wished-for  industrialisation also 
involves a heavy emphasis on technical diversifica- 
tion. If an Asian country diverted all its activities 
entirely to one industry, or one definite stage of 
production, this would be, formally speaking, 100% 
industrialisation. But it would in no sense satisfy 
the Asian requirement, which embraces a number 
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of other desiderata, go strongly held as to be in 


fact essential conditions. One of these is the 
insistence on the need for a balanced economy. 
Progress must be “balanced” in respect of the 


division between the urban and “rural sectors”; or 
as between different industries, stages or types of 
production; and so forth. 

Or, in some cases, the balance desired may be 
between the “public” and “private’’ sectors of the 
economy (i.e. between state-owned or controlled 
industry or trade, on the one hand, and private 
Or the balance may be 
conceived in terms of the distributive, rather than 
the -productive, process, to lighten or apportion the 
burdens and rewards between different classes or 


social elements, according to some preconceived 


criteria of social justice, national interest, or the 


6. Another basic tenet is the insistence on 
all-around development. Confusingly, this is some- 
times also spoken of as “balanced development’’. 
It is desired that the national economic structure 
should be comprehensive, including all possible 
industries and types of activity. This is essentially 


a quest for self-sufficiency, and the assertion of a 


desire for economic independence, to supplement 
the lately-acquired political independence, and 
reinforce the sense of security, the lack of which. 
is so acutely felt in a world divided by Iron Curtains 
and threatened with atomic annihilation. The 
nation must be in a position to find all things for 
itself, and not be obliged to rely in any way on the 
services or good offices of any foreigners. 

The sense of emulation is very strong in this 
context. The principle of “keeping up with the 
Joneses” is operative here, to some extent. The 
country, like the individual, is keen to do everything 
that the neighbour is doing, not to appear back- 


ward in any standard of performance or standard . 


of comparison. It is desired to wipe out the exist- 
ing differences in technical levels, not merely in a 
few selected industries or types of activities, but 
over the whole range of technical and economic 
achievement. - The differences between Asian coun- 
tries are fairly pronounced in this respect—between 
Osaka and Thibet, or Bombay and Hainan—but; 
again, they pale into insignificance beside the con- 
trast between Asia as a whole and the Western 
Hemisphere as a whole. Few factories, industries 
or undertakings are so well 


parts. 
gional area. A wider dissemination of industry 
over the national territory is one part of the de- 


sideratum; a closing of the technological gap be- 


tween nations is another. 


7. It may also be well to note that “develop- 
ment” may refer not so much to the process of 


economic growth, but to its physical resultant or 
end-product—the actual amount of productive. 


capacity, quantity of plant, capital, etc., which has 


industry and agriculture, the 
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- come into existence, the addition to assets or stock 


in a given period, or in the past. © 
* * * * 


_. Turning to the more strictly economic assess- 
ment of Regional standards of development, the 
following may be noted. 7 


8. Capital investment. The capitalist will 
have in mind another “yardstick” of development— 
the amount of capital invested. By this criterion 
also, development in Asia is obviously slight, both 
absolutely and relatively. The accumulation of in- 
digenous capital, by the countries themselves, has — 
not gained much impetus; except in the case of 
Japan. And, contrary to what is sometimes _be- 
lieved, Asia has not been a particularly attractive 
field for the foreign investor on the inter-regional 
plane.. Investment by any one Asian country in 
another has been practically nil—with, again, a 
substantial exception in the case of Japan. 

Despite the international flow of capital in the 
sixty years preceding the Second World War, 
investment in Asia did not constitute a strikingly © 
large proportion of international investment; it is 
much smaller than the international investment in 
the Western Hemisphere, by the countries of the 
Western Hemisphere themselves. It is still smaller 
in comparison with the home investment of the 
Europeans and American in their own countries. 

The picture has changed, in its main lines, in 
more recent years; but the same contrast holds. 


equipped, well or- 
ganised, or modern as are their Western counter-_ 
Nor are they so widespread, over the re- 
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The United States has come forward as the most 
important foreign investor, while the holdings of 
others have been reduced. Ordinary venture 
capital, private or corporative, has taken relatively 


‘little part—but least of all in Asia—in the post- 
‘war years. 


This was the: period of inter-govern- 
mental “Aid” or relief grants, largely falling 
outside the category of investment proper, and 
mainly non-economic in its motivation. 

9. The trade pattern. The developmental 
position in Asia must be considered primarily in 
terms of inter-regional trade. A _ trade-map, 
showing the volume and directions of the flow of 
goods in the world, gives the same pattern as the 
charts of traffic and capital movements: trade 
links are primarily and historically with Europe, 
secondarily with America. (The recently increasing 
connections with Russia relate in fact to the former 
group, being with Russia-in-Europe and Russian 
controlled Eastern Europe). As in the case of 


‘transport and communications, the trade emphasis 


is on the through traffic, especially the trunk-line 
to Europe; intra-regional connections are relatively 
unimportant, and appear only as feeder-lines or 


-branch-lines subserving the main flow to and from 


Europe. Historically, down to the present time, 
inter-regional trade has distinctly tended to exceed 
intro-regional trade. This would appear not to 
apply to the other main Regions in the world. 


The modern economic history of the Region 
(from a Regional point of view) must be written 
largely in terms of trade; and its present position 
must also be defined in those terms: There is much 
talk, in a Keynesian or pseudo-Keynesian spirit, of 
those. key investments, which, 
once stimulated, bring increasing returns and 
“generate” additional economic activity, usually in 
other fields besides their own particular one. In 


—has been trade. 
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cr activiser by far—if not the only significant one 
Such is still the case today. The 
trader’s criterion is therefore a most important one, 
and in speaking of development many people will 
have in mind the rate of turnover (volume of 
transactions) | in general, and the main types of 
commerce in particular. Such a use of the word 
“multiplier” will however be deprecated by the 
economic analyst; in Keynes, the multiplier is not 
the investment itself (the latter is the multiplicand). 


10. Raising the standard of living. The most ! 


widespread point of view is however that of the 
consumer, and this is frequently expressed in a 
manner which equates economic development (or 
progress) with a rise in the standard of living. 


The concept of the standard of life has always | 


included two different things: the descriptive and 


the normative, the desirable and the actual. “The } 


standard of life’ may mean what people actually 
get. Or it may mean they consider they ought to 
get—what is right and reasonable considering all 
the circumstances. There is frequent confusion 
between the two different things. 


This is unfortunately not a very useful or 


practical criterion in the systematic study of the } 


subject; since standards of living, in either sense, 
are exceedingly difficult to calculate or compare. 


We cannot with any certainty say whether one 


man’s tastes or satisfactions are the same as an- 
other’s. The purchasing power of currencies or 
money incomes is hard to define, especially for the 
purposes of such comparisons. 


utility or disutility; these are matters altogether 
on the plane of subjective judgements, 
individual or social. 


Such are the conceptions freely used in com- 
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The ultimate | 
criteria, moreover, are those of pleasure and pain, | 
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DEFECTS AND INEFFICIENCY CHINA 


Before the sharp rise in morale and prestige during 
the National Congress and the celebrations of the Com- 
munist National Day in Peking, when delegations from all 
over the world assembled in the capital, China resounded 
with cries of distress or wrath, for a great deal had been 
happening to disturb the complacency or arouse the wrath 
of the Government leaders. In August, while the country 
watched with bated breath the fight put up against an un- 
precedented challenge from almost the entire river systems 
of China, the authorities were bemoaning the shocking waste 
and inefficiency in many vital departments: of State industry 
and supply. The campaign for greater production and more 
economy has lasted as long as the Government in Peking 
The trouble now is that 
the mechanisms set up to ensure and control economy do 
not practice what they preach and are now the worst sin- 
Peking does not put it quite so baldly: it says, 
through the mouth of the People’s Daily, that “economy is 
not yet taken as the principle for controlling economy 
strictly observed by all- departments.” 


The supply of materials and technology remain among 
the weakest links in the chain of the national construction 
plans. Just as Soviet Russia is offering India steel-making 
plant because she has outrun planned supplies of materials 
to produce steel, so is China suffering from the same lapses 
in the chain of supply. Dislocation of supply often happens 
in one section, and holds up production, while on the other 
hand there are instances in which materials and equipment 
are tied up and wasted to a serious extent. Peking still has 
its knife into the North-east, whose Big Chief Kao Kang 
rose spectacularly to be Chairman of State Planning, then 
began to make Party speeches out of turn, and was then 
whisked into oblivion so far as office and publicity are con- 
cerned. 


'S$tatistics covering the North-east show that at the end 
of 1953 they had monopolised and accumulated such a vast 
amount of supplies that even after much of them had been 
re-shuffied and redistributed the surplus still there amounted 
to 3,000,000 million yuan—all due to lack of strict planned 
management, poor planning and blind provision of materials. 
This state of affairs; complained the Government paper, not 


only hinders the normal turnover of capital and the speedy 


use of supplies but causes enormous loss through damage 
owing to long storage and poor safekeeping. 


Waste in the use of supplies is also. serious. Many 


factories, mines and construction work sites frequently issue - 


materials as freely requested by production and con- 
struction departments without exercising control and check- 
up as to whether the need or use is justified. Even in the 
case of materials that are required, their irrational use is 


to gauge the state of development, and to find 
“vardsticks” for the discussion of this all-important 
subject. 


As promised above, in forthcoming issues .a 
further article will follow on the_ technical 
criteria of economic development in economic 
analysis, and a third on recent progress in economic 
theory in this field. The first step is to understand 
that the discussion is necessarily coloured by 
current usages in political and general discussion, 
such as those mentioned above. 


— 


widespread. For instance, inferior materials should be 
partly utilized for building temporary projects and making 
packing materials for manufactured goods in general. But 
some units even use red and white pine for these and other. 
purposes, like making pot-covers, cupboards ande office furni-. 
ture. Some departments wrote off as waste steel some 
machines that could be put in a serviceable condition after. 
repair. Quantities of useful ends of steel plates and sili- 
con plates, left as a result of improper cutting, were dis- 
posed of together with scrap iron and steel. The Dairen 
Chemical Works even threw away several million yuan worth 
of waste metals together with garbage. 

What is more, capital construction projects had fre- 
quently to be rebuilt due to mistakes in designing and con- 
struction work. Industrial products are poor in’ quality and 
contain a great percentage of rejected and inferior products. 
Poor planning of supplies and improper transfers resulted in 
transportation over long distances and transportation to and 
fro. All this was attributed this time to sheer inexperience, 
though every now and then the Government seeks out some 
wretched technician and uses him as. the scapegoat. In fact 
the Chinese were less prepared for hasty industrialization 
such as that so rashly embarked upon than were the Rus- 
sians at the time of the revolution. There the engineering 
profession boasted very high and rigid standards indeed. 
Nor did the Russians have the same prejudice against science 
and engineering as the traditionally literary-minded Chinese 
scholars. But in this instance it is not so much the engineers 
as the managerial staff that are pilloried because of in- 
efficiency and failure to appreciate the “serious significance 
of economy.” The managers are concerned almost wholly 
with the meeting of the production targets set them and 
ignore most all else—one of the besetting sins of Commun- 
ist methods. Too many of them insist on getting all the 
supplies they want before they want them and irrespective of 
the other fellow’s needs, and the grab-all fares a lot better 
than the more careful and conscientious man. And when 
their reserve stock is far greater than their needs, they 


are reluctant to let any of them slip out of their control. 


A very false supply picture is thus built up and much ma- 
terial is tied up or wasted. Of course this inefficiency is 
not a product of Communism—it is always an inheritance 
from the capitalist and bourgeois unbringing of the func- 
tionaries: so they say, though how seldom does one hear of 
such things in capitalist U.S.A. or Great Britain! In fact 
only the Communists have a word for it—“self-centralism.” 

The critic goes back to the system before he is done, 
however. First the managements must all make a good job 
of “quota work.” In other and plainer words, they must 
be careful to a fault in estimating their real rather than 
their fancied needs, and see that they don’t order beyond — 
that. Workers and technical personnel, it is suggested, 
should be organized to study and draw up technical and or- 
ganizational measures for economising supplies. Better 
technology, production processes, and labour organization 
are required so as to reduce the quota continuously. Re- 
stricted issuance of materials should be gradually “popu- 
larized’”—to use an expression that is surely a mere figure of . 
inaccurate and unfeeling speech. The system of returning 
material unwanted or unused must be strictly enforced and 
“hidden warehouses” eliminated, while storage must be given 
more care so as to avoid loss. The recovery and collection 
of waste metals and other materials also require far more 
attention. The Party people are urged to egg on the workers 
to expose bureaucraticism and self-centralism and to wage 
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a persistent struggle against waste of State supplies, with a 
system of rewards for those who succeed: in economising 
supplies. 

In another column, the Peking paper cites what it calls 
the No. 360 Project as an ‘object lesson of the appalling 
inefficiency of the new Communist managers. This project 
is a highly automatized plant built with Soviet equipment 
and by Soviet technique. The main workshop of nine storeys. 
and many auxiliary structures have risen above the ground, 
and the complicated installation of machines had started, on 


what used to*be an expanse of barren field. But in the ten 


months since this site began to hum with feverish acti@ty 
every manner of mistake has been perpetrated: “repeated 
incidents, confusions at work site, and startling wastes,’ as. 
the Peking critic put it. The exposures last spring were so 
serious that the Ministry of Fuel Industry and the local 
Party Committee had to conduct an on-the-spot investiga- 
tion. Waste of materials was. colossal. The start was so 
hurried that no plans were drawn.up for organizational 
measures of construction, and materials were purchased aim- 
lessly. In consequence, materials, purchased were not ac- 
cording to the specifications required for the project and 
quantities of rolled steel and timber were put away after 
arrival when they were found unfit for use. Funds amount- 
ing to 14,400 million yuan were tied up on this account. 
Purchasing mistakes represented a loss of 2,570 million yuan, 
and another 60 million yuan was lost on buying straw screens 
required for construction work during the severe winter. 
Due to the lack of a correct budget and quota, and 
the lack of a sound delivery and return system, materials 
were used wastefully, and estimates of losses under this 
heading (1,800 million) are regarded as less than the actual 
waste. For instance, structural steel aimlessly cut amount- 
ed to 143 tons. Loss of timber was also serious. Workers’ 
families and kitchens used timber over one meter long as 
firewood or for making their own furniture. Hundreds of 
tons of cement was also wasted due to lack of technical 
eontrol and failure to grasp the compounding ratios. Forty 
wooden sheds were found on the work site when it was in- 


spected. Nobody. knew what they were built for, who built 


them, who approved the building, where the materials were 
procured, and what were their purpose. 


Waste and confusion mushroomed on the work site. 
Since the start of the work, several tens of thousand rice- 
bowls were bought, averaging eight or nine per worker, but 
the workers frequently found no ricebowls when they. wanted 
them. Hundreds of articles ranging from picks to thermo- 
meters were “lost.” The work site bought 140 million yuan 
worth of supplies from the State Communications and Elec- 
tric Supplies Company, but though payment was made no 
delivery was taken of the supplies. 
these stocks months later when stock-taking and then urged 
the Engineering Company to take the supplies away! The 
work site was in such disorder that sand was everywhere 
and nail-studded moulds were strewn here and there, block- 
ing the ways. Posters announcing “beware of upturned 
nails’? were posted everywhere, but the workers trod on them 

sometimes just the same. At one time all the nails were 

used up except these and no money was available to buy 
them. The director of the work site confessed he was 
worried about it, and then a colleague went round and 
- “found” 13 barrels of nails in no time. A worker who simply 
searched around near his own place collected a couple of 
catties. ‘No wonder the workers remarked: ‘No. 360 work 
site is paved with gold.’” Solder wires and a variety of 
other supplies suffered the same experience. 


Moreover, the surprisingly low productivity of labour 
at No. 360 work site increased considerably the engineering 
cost, thus adding to the huge waste. Whereas the standard 
_ for brick-laying set for North China this year is 975 to 
1,200 bricks per man each day, here the rate averaged 250 


this kind is now required. 


The seller discovered 
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bricks during February and March. Labour productivity 
once reached the all-time low point of 15% of the norm and 
that of reinforced concrete workers 40% of the norm, while 
that of bricklayers fell to\only 5% of the norm. Since pro- 


ductivity was so. low, the only thing to do was to employ 


more workers, and Soviet experts indicated that workers 
could easily be cut by one-third if productivity improved. 
Low productivity of workers was due largely to bad manage- 
ment. Over 100 rivetters, for instance, were kept’ idle at. 
the site for six weeks. Loss of productivity under this head. 


is estimated at 2,300 million yuan, up to the end of June. 


Slackened labour. discipline was another cause, and was esti- 
mated to have caused a loss equal to 37,500 labour days. 

All kinds of labour-saving machinery. was available, machine- 
tools of many kinds, self-unloading trucks, cranes,: bulldozers, 
belt..conveyors, earth diggers, etc.. But most of them were 
kept idle by their “lazy owners.” 


A great deal of money was wasted shia’ on building 


costs. More extravagant still was the purchase of furniture’ 


and fixtures for the Plant Construction Office: 28 sets of 
sofas and 33 carpets (including a high-grade carpet costing 
14,360,000 yuan) and velvet plush-upholstered sofas costing 
nearly 6,000,000 were bought. More cars and radio sets 
were bought than were required and furniture in general 
was of high grade. For one thing, more than 100 desks 
were surplus. Various other extravagances were cited, and 
the writer closes on the note that waste and confusion have 
now begun to be corrected, though “many _ instances of 
waste are already beyond remedy. Ag 


The People’s Daily says the issues raised are of “funda- 
mental character and universal significance” now that China. 
is passing from small-scale, simple construction to the highly 
complex technological forms of construction for modern in- 
dustry. Whereas a project in former times required ten 
types. of workers, now scores of “specialists” and craftsmen 
are required, and for the simple designing and organizational 
work of the past very thorough and. complicated work of 
It represents a very big change 
and a very big development. Yet too many still try to make- 
do with the old crude methods. “Being a complex scienti- 
fic work, the building of these factories and mines must be 
based on enormous scientific organizational work systemati- 
cally carried out . . ++ and on a firm basis of high-degree 
planning and organization. It must never. be dependent 
upon zeal and courage alone.” In this particular project the 
preparatory work was inadequate and incompetent and char- 
acterised by blindness, waste and confusion. 

Leading Chinese cadres ignored the suggestions of the 
Soviet experts which would have obviated all these grave 
errors, while in some instances reliance was placed wholly 
on the Soviet experts and no attempts were made by the 
Chinese cadres to observe and study what they were doing 
so as to learn themselves how to do it next time. The Pro- 
ject Company was organized at short notice and its em- 
ployees and workers came from over a score of different de- 
partments and different areas. “Capitalist” workers and 
young but ignorant activists without experience were among 
them. Thoughts and working styles, work and living habits, 


and remunerations received from their former jobs all 


differed. All sorts of disputes crept in, and leading cadres 
were too intent on getting better posts to attend to their 
jobs properly. Labour discipline among the workers, too, was 
slack, while keypoint comrades in project departments grow 
conceited because of the sudden elevation of their personal 
status and because of their heavy responsibility instead of 
working more diligently and carefully and showing more 
modesty. “Numerous facts indicate that such sentiments 
seriously endanger the cause. We must sound the tocsin 
before it is too late and rouse such comrades, so as to profit 
from the experience of the No. 360 Project, raise vigilance 
a hundred-fold and overcome: the existing defects.”’ 
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TIBET SINOINDIAN 


By Mark C. Feér 


Historical Background 


When India emerged as-an Independent State in 1947, 
she fell heir to British interests and rights in Tibet, an 
autonomous province of China which had enjoyed virtual 
independence since before World War I. Britain’s concern 
with the political developments of this hermit land, sepa- 


rated from India by the towering range of the Himalayas 


and inhabited by about three million monks, peasants, shep- 
herds and traders, sprang primarily from security con- 
siderations. The two principal elements which entered into 
the formulation of her policy were the possible danger 
from a potential’ enemy which might use Tibet as a base 
for aggressive designs against India (Tibet by herself could 
never pose such a threat), and the relative impregnability 
of the Himalayan frontier. Today these considerations are 
of vital importance to Free India, and make for the striking 
similarities between her Tibetan policy and the one pursued 
by Britain when she was mistress of India. 

Britain’s chief interest was to maintain Tibet as an 
autonomous buffer zone against possible Russian and Chinese 
threats to her Indian empire. Though the first British con- 


tact with Tibet dates back to 1774, her interest in the 


plateau country north of her Himalayan border lapsed into 
a quiescent stage during most of the 19th century. But 
when the Tibetans, taking advantage of an abortive attempt 
by the British to dispatch a mission to Lhasa in 1885, sent 
troops into Sikkim, the British Government reacted sharply 
and ejected the intruders. by force. 

The upshot of these military actions was the Anglo- 
Chinese Treaty of March 1890, which gave the British con- 
trol of Sikkim’s foreign affairs. Previously, Sikkim had 
been under Tibetan overlordship. In 1890, the British as- 
sumed the paramount position in this strategic frontier 
state. 


But the Tibetans, non-signatories to this treaty, re- 


fuséd to accept its provisions. To keep the British out of 
their country they turned to Russia for diplomatic support, 
the Manchu dynasty having grown too feeble to block 
effectively British encroachment on Tibet. 


This step enticed Britain into drastic action. Fear of 
Russia drove Lord Curzon, in 1903, to send the Young- 
husband expedition to Lhasa to counteract Tsarist influence 
at the Dalai Lama’s court, the foremost spiritual and tem- 
poral ruler of Tibet. As a result of this military venture, 
the British secured the Lhasa Convention of 1904, by which 
they were granted the right to three trade marts on Tibetan 
soil: Gyantse, Gartok and Yatung. 

With the decisive Japanese victory over Russia in 1905, 
the threat to India from Russian imperialism faded into 


the background. But the British had inadvertently created 


another problem for their Himalayan defences. By sending 
the Younghusband expedition into Tibet, forcing the Dalai 
Lama to flee his capital, and then retiring to India, the 


British had in effect knocked the Tibetans down and then. 


left them disorganized and disheartened, a ready victim 
to foreign aggression, They had created a political vacuum 
along their northern frontier. In 1910, the Chinese 
moved in, for they naturally feared that if the British 
returned to Tibet they might remain there permanently. 


Mr, Mark Cc. Feer, an American Fulbright student from the 
Fletcher School of Law and Diplomacy, was until recently studying 
in India Indian-Chinese relations. 
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With the Manchus invading Tibet, the Dalai Lama fled 
to India. British policy during this period was to abandon 
Tibet to the.Chinese but to attempt to keep the latter 
out of Nepal and Bhutan. Sikkim was relatively secure 
as China had recognized the British protectorate over this 
Himalayan state. 
control over Tibet when they began to apply pressure on 
Bhutan and Nepal, which they claimed as feudatories. But 
the British forestalled this development as far as Bhutan 
was concerned by obtaining control of its foreign affairs in 
the Anglo-Bhutanese treaty of 1910. In addition, the 
British Government made it clear to Peking that Nepal and 
Bhutan were both independent from China, and that Britain 
would not tolerate any Chinese attempt to exercise her 
influence over either of these states. But the Chinese 
never found the occasion to press their claims to Nepal and 
Bhutan. In 1911, the revolution broke out in China and 
the Tibetans did not delay to push the mutinying Chinese 
garrison out of their country. The Dalai Lama returned to 


Lhasa and once again Tibet was allowed to slip back into 
her cherished’ isolation. 


The next important landmark in Tibet’s relations with 
the outside world was the Simla Convention of 1914. But 
to understand fully its importance, Sino-Tibetan relations 
must be briefly considered... Tibetans and Chinese belong 
to the same branch of the human race and their connexions 
go back into the dim past of history. Before the advent of 
Buddhism in Tibet, the two countries waged wars with each 
other on fairly equal terms. Only in the 18th century, 
after Buddha’s religion had ‘softened’ the martial qualities 
of the Tibetans, were the Manchu emperors able to establish 
a considerable measure of Chinese control over Tibet. But 


~ Chinese ‘influence on this hermit land, towering on the 


world’s highest plateau, ebbed and flowed with the changing 
fortunes of the Manchu dynasty in China proper. When 
these emperors were strong and their Government cen- 
tralized, their control over Tibet waxed. But when the 
military power of China waned under the feebler rule of 
the later Manchu emperors, especially in the 19th century, 
their grip loosened on the Tibetans. Yet, concerning this 
period, two generalizations can be made. First, even at 
the height of Manchu power, the Chinese were never able 
to control Tibet as firmly as other provinces. Second, even 
though there were Sinophil elements in Tibet, the Tibetans 
never willingly accepted Chinese overlordship. Whenever 
the opportunity presented itself, they tried to free them- 
selves by force and diplomacy from Peking’s control. 


Suzerainty or Sovereignty 


In the twentieth century, much controversy centred 
around/the question of whether China had suzerainty or 
sovereignty over Tibet. Both these legal terms are sub- 
jects of extensive controversy. Sovereignty over an area 
usually means complete control, concerning both domestic 
and foreign matters, by the state to which the area be- 
longs. This area has no international personality of its 
own. There can be a certain amount of local autonomy 
as, for example, enjoyed by the constituent states of a 
federal union, but control of foreign relations always rests 
with the Central Government. Suzerainty is a much vaguer 
term. The celebrated authority on international law, Op- 
penheim, describes suzerainty as. being certain ‘constitu- 
tional’ rights which the suzerain state enjoys over the 


The Chinese hardly established their 
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vassal state. ‘Suzerainty is by no means sovereignty. It 
is a kind of international guardianship, since the vassal state 
is either absolutely or mainly represented internationally 
by the suzerain state.’ No general rules can be laid down, 
as the relation between the suzerain and vassal always 
depends upon their special case. There have been very 
few examples of such a relationship; Turkish suzerainty 
over Egypt and Bulgaria in the 19th century may be cited 
as illustration. 


It should be remembered that the concepts of sovereign- ~ 


ty and suzerainty, as well as most. of today’s public inter- 
national law, grew out of the experience of the Western 
world. Its basis, in many aspects, is Roman law. Thus, 
few Chinese, and fewer or no Tibetans, had any notion 
of the connotations of these international law terms until 
the 20th century. The problem of Chinese sovereignty 
versus suzerainty over Tibet was in effect the problem of 
to what extent China could exercise her control over a 
distant and mountainous region, which continually tried to 
shake off her overlords:ip. Yet today, scholars and govern- 
ments try to show that this or that aspect of past Sino- 
Tibetan relations reveals that either suzerainty or sovereign- 
ty characterized China’s position in Tibet. 


Britain was the first country to define China’s position 
in Tibet as being that of a suzerain Power. 
policy was shaped within the wider framework of the 
Empire. At times Britain made concessions in Tibet as a 
quid pro quo for advantages gained elsewhere in her rela- 
tions with China and Russia. From the Empire point of 
view, these concessions might have paid dividends. But for 
India, who inherited the British position vis-a-vis Tibet 
and who formulates her Tibetan policy from a purely na— 
tional standpoint, some of the legacies left by the British 
have not proved quite so beneficial. 


Chinese suzerainty was for the first time expressis 
verbis recognized in the Anglo-Russian Convention of 1907. 
This agreement, by delineating spheres of British and 
Russian influence in areas of mutual friction—Persia, 
Afghanistan and Tibet—attempted to settle outstanding dif- 
ferences between the two countries in order to bring them 
closer together to meet the rising threat of Imperial Ger- 
many. 


The recognition of Chinese suzerainty over Tibet was 
partly a legal description of the existing situation, but 
principally it served as a convenient device for establishing 
a buffer area between British and Russian spheres of in- 
terest. If both parties adhered to the treaty stipulation 
not to interfere in Tibet’s internal affairs, a vassal of 
China, a clash between ‘the two empires would be avoided. 
Tibet, like Afghanistan, was to serve as a protective cushion. 


The Anglo-Russian Convention turned out to be of 
great value from a wider point of view, as it laid the 
foundation of Anglo-Russian co-operation during World 
War I. But by strengthening China’s grip over Tibet, it 
was detrimental to India’s security, for in a last flicker 
of strength the Manchu dynasty captured control of Tibet 
by force in 1910. But within a year the Chinese withdrew 
from Tibet, their homeland having been plunged into re- 
volution. 


The British were anxious to settle the Tibetan problem 
on a permanent basis. For this purpose they called a con- 
ference in 1913-14 at Simla, where, for the first time, Tibetan 
delegates mgt their Chinese counterparts on a footing of 
equality. 

In the Simla Convention Chinese suzerainty over the 
whole of Tibet was recognized, but China engaged not to 
convert Tibet into a Chinese province. Tibet was divided 
into outer (nearer India) and inner (nearer China) zones. 
The autonomy of the former was recognized; China was 
_ not permitted to send troops or administrators to this area. 


British Tibetan 


the instigation of the British and American 
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She could, however, send. her officials and soldiers to inner 


Tibet, which remained under the Dalai Lama’s control in — 


ecclesiastical matters. . 


But China never ratified this agreement as she was 
unwilling to accept the boundary fixed between herself and 
Tibet. Nevertheless, Britain and Tibet agreed to regard 
the treaty as binding between themselves. Two months 
later, World War I broke out and the Tibetan question was 
once again pushed into the background. 


Concluding the discussion on the sovereignty versus 
suzerainty controversy, it can be remarked that the Chinese 
never formally recognized themselves as being the suzerain 
Power in Tibet. In effect, they have always claimed so- 
vereign rights in Tibet, though, from 1911-51, thére is little 


evidence that they had even suzerain rights. The Tibetans, 


however, who during this period enjoyed almost full in- 
dependence, claimed in their appeal to the United Nations 


against the Chinese ‘Communist invasion of 1950, that ever 
since 1914 they had been de jure independent. 


As for the British, they continued to recognize Chinese 
suzerainty over Tibet subject to Tibetan autonomy. This 
was the position inherited by Independent India in 1947 
and which she maintained throughout the Tibetan crisis of 
1950-51. 


The inter-war period did not bring any clarification to 
Tibet’s international position. In the early 1930’s both 
Britain and China established missions in Lhasa. During 
becca War II, Tibet opened her own. Foreign Affairs 

ureau. 


In 1947, India inherited from Britain the rights to — 


station an Indian Political Agent at Lhasa (not fixed by. 
treaty, though the established practice since 1935), to main- 
tain Trade Agencies at Gyantse, Gartok and Yatung, as 
well as post and telegraph offices along the trade route up 
to Gyantse, and, for protection of this commercial high- 
way, the right to station a small military escort at Gyantse. 
These rights were based on treaties. 


India also fell heir to the British interest of furthering 
mutual trade between herself and Tibet and to stabilizing 
the Himalayan frontier. 
nomy, both Britain and India had few worries about the 
security of the northern border. Only with full Chinese 
control of Tibet, as in 1910-11, and from 1950 on, have 
the Government of India been forced to take extensive 
security precautions in the Himalayan regions. 


Communist Threat to Tibet 


With the collapse of the Chiang Kai-shek regime on 
the Chinese mainland, the Tibetans feared that the centuries- 
old Chinese claim to effective control over their land would 
be given new impetus. As a prophylactic measure they 
politely asked the Chinese Nationalist Mission and all- Chinese 
merchants suspected of Communist sympathies to leave 
in July 1949. This move was denounced both by the 
Chinese Communists and Nationalists. The Communists 
were angry with New Delhi for facilitating the return of 
the Chinese Mission to Nationalist territory through India. 
They contended that the Chinese Mission was removed under 
‘imperialists’ 
and their ‘stooge’, 
mate purpose of repudiating Chinese authority over Tibet. 
A Communist Tibetan in China demanded that the ‘British, 
American and Indian aggressors promptly ... cease all 
plots of encroaching on Tibet.’ 


These accusations induced India to define her relations 
with Tibet. As Nehru told a London Press conference in 
November 1949, India had always recognized Chinese 
suzerainty over Tibet, but Tibet was. considered as an 
autonomous unit and dealt with on that basis. 


As long as Tibet enjoyed auto- - 


the Nehru Government, with the ulti- | 
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October 21, 1954 


During the last months of 1949, and in January 1950, 


Peking stepped up her campaign for Tibetan Anschluss to 
the People’s Republic. On 1 January 1950, two days after 


India had accorded recognition to the Peking regime, it 


announced the liberation of Tibet as one of the basic tasks 
of the People’s Liberation Army. Yet Nehru appeared un- 
perturbed, for five days later he told pressmen that he 
did not suppose that Peking wanted to or could deprive Tibet 
of her local autonomy. 


Indian Security Measures 


Though Nehru appeared unconcerned, his Giver 


took several steps to strengthen the Himalayan frontier © 


so as to be prepared to meet any eventuality. Just as 
Britain in 1910, with the Manchu invasion of Tibet impend- 
ing, concluded a treaty with Bhutan bringing the foreign 
relations of this Himalayan state under her control, so 
did Free India in August 1949 with another Chinese inva- 
sion of Tibet in the offing,-conclude a treaty with Bhutan 
which gave control of Bhutanese external relations. 
Because of internal unrest the administration of 
Bhutan’s neighbour to the west, Sikkim, had to be taken 
over by New Delhi in June 1949. More than 18 months 
later, the Indian Government concluded a new treaty with 


Sikkim whereby defence, external affairs and communica- . 


tions became the direct responsibility of New Delhi. 

But New Delhi’s biggest headache was Nepal. Her 
king, fleeing from his own Government, came to India in 
November 1950. The Rana administration declared that he 
had forfeited his throne, but after prolonged negotiations 


with the Indian Government, the Rana regime was persuaded | 


to accept King Tribhuvan again as their sovereign. Yet 
internal conditions failed to improve in Nepal. 

To gain first-hand information about the _ state of 
affairs in Tibet, India sent her Political Officer in Sikkim 
on a mission to Lhasa towards the end of 1949. Thus, 
India took several steps to avoid being caught ‘napping’ if 
the balance of power should suddenly shift along her 
northern frontier. 


Tibetan Missions 


The Lhasa Government was even more wary of Chinese 
plans than India. It hastily organized missions to rally sup- 
port for Tibet’s cause in the United States, India, Nepal 
and Britain. One was also to be sent to China. Peking 
retorted by warning that any country that received such an 
‘illegal’ mission would thereby show its hostility to China. 


In the end, as the Western Powers declined to receive 
a Tibetan mission, only the delegation to China was des- 
patched via India. But its sojourn in India turned out to 
be much longer than expected as the Tibetans had difficulties 
in securing visas for Hongkong. In June 1950, the British 
High Commission in New Delhi refused the visas as they 
felt that the delicate political position of Hongkong pre- 


cluded any Sino-Tibetan negotiations in this Crown colony. 


Indian Approaches to Poking 


At the beginning of August 1950, the Chinese an- 
nounced that the invasion of Tibet was imminent. This 
induced New Delhi to take up the matter diplomatically 
with Peking at the same time as Nehru, in his personal 
appeal to Stalin, Acheson and Attlee, sought to effect a 
solution of the Korean war and the admission of Communist 
China to the U.N. India urged China to settle the Tibetan 
problem peacefully, to which Peking replied that, while she 
regarded Tibet as an integral part of China, she had no 


She was willing to negotiate 
with Tibetan spokesmen for a settlerent. : 


reason. 
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Thereupon discussions commenced between the Tibetan - 
mission and the Chinese Ambassador in New Delhi, and were 


-@arried on till October. 


Nehru explained India’s moves in Parliament on 6 
December 1950. Ever since Peking began to talk about 
the liberation of Tibet, India, through her Ambassador, 
Panikkar, in China, expressed the hope that the question 
could be settled peacefully by the two neighbours. New 
Delhi made clear her desire to preserve cultural and trade 
relations with Tibet, which she claimed interfered with none. 
India had no territorial or political ambition in regard to 
Tibet; she was merely interested in Tibet maintaining her 
autonomy, though she did not challenge or deny Chinese 
suzerainty over Tibet. 

The Chinese replies led India to believe that a peace- 
ful solution would be found, though no guarantee or as- 
surance was given. Peking continued to talk of Tibetan 
liberation, which puzzled New Delhi, for, as Nehru confessed 
to Parliament, it was not quite clear from whom the Chinese 
were going to liberate Tibet. Yet, his Government put stock 
in Peking’s peaceful assurances. | : 

But events took a different turn. On 25 October, the 
day the Tibetans set out from New Delhi for China— 
on India’s insistence—Peking sent her troops into Tibet. 


India’s anxiety about Tibet emanated from various 
sources. She wished to see Tibet continue to remain auto- | 
nomous and thus serve as an effective buffer for her 
Himalayan frontier. Her border problem would become 
quite different once the Chinese Communists faced India and 
Nepal along a 2,000 mile frontier. That is why India laid 
‘considerable stress’, to use Nehru’s own words, on the auto- 
nomy of Tibet in her diplomatic exchanges with Peking. — 

But New Delhi’s anxiety over China’s military advance 
into Tibet was made still more acute because of another 
On 8 October, the U.N. forces in Korea crossed . 
north of the 38th Parallel in spite of India’s repeated warn- 
ing that China would not tolerate the invasion of North 
Korea. New Delhi was taking every conceivable step to 
prevent the conflict from spreading, for she feared that 
once it had been enlarged, it might rapidly snowball into 
another World War. But while India was doing everything 
in her power to prevent such a development and had 
consistently championed Communist China’s admission to 
the U.N., it was this Government that without any provoca- 
tion kindled the flames of war in Tibet. India had placed 
her faith in Peking’s non-aggressive intentions and _ fully 
believed in the indications abundantly tendered by China, 
that she wished to settle the Tibetan question peacefully. 
India had championed what she considered the natural rights 
of New China, and now this Power not only betrayed her 
belief in her, but also, in the author’s view, struck the 


most serious blow to India’s security since her indepen- 


dence. The invasion of Tibet came, as Nehru told Parlia- 
ment, as a ‘surprise’ and ‘shock’ to India. The  tran- 
quillity of India’s northern frontier had been shattered and 
armed conflict had spread to a new area. 


Even before the Chinese invasion of Tibet, ‘New Delhi 
contacted Peking (about 20 October) because it was report- 
ed that military action had taken place, or was about to 
take place, against Tibet. This note limited itself to point- 
ing out that military action against Tibet would jeopardize 
China’s chances of being admitted to the U.N. Further, 
India wished to see a peaceful solution to the Tibetan 
question as military action might cause unrest and distur- 
hance on her own borders. | 

Yet, India’s advice went unheeded. A second note was 
despatched a day after the Tibetan invasion ' was an- 
nounced, expressing India’s regret about this military action. 
She had received no previous intimation of this invasion. 


This note of October carefully explained the reasons 
why the Tibetan mission had been delayed in its departure 
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to China. 
hostile to China were responsible for this delay. She felt 
that Peking’s invasion was ‘deplorable and ‘not.in the in- 
terest of China and peace.’ 

According to Press reports, Nehru was ‘extremely per- 
plexed and disappointed’ at China’s action without a word 
in advance. In trying to analyse Peking’s motives to a 
Reuter correspondent, the Prime Minister pointed out New 
China’s fear that the United States was bent on destroying 
her. India had tried to allay these fears, but whether she 
had been successful, he did not know. 

On 30 October, Peking gave an angry reply to the 
two Indian notes. China made it clear that Tibet was an 
integral part of Chinese territory, and that the problem 
of Tibet was entirely a domestic problem of China. ‘No 
foreign interference would be tolerated’. Peking claimed 
that its army must enter Tibet, ‘liberate the Tibetan people 
and defend the frontier of China.’ 

Peking felt, notwithstanding Indian assurance to the 
contrary, that the Tibetan delegation had delayed its de- 
parture for China ‘under outside instigation’. Yet, in Chin- 
ese eyes not only the Tibetans, but also the Indians were the 
victims of aggressive foreigners, for Peking charged that 
India’s viewpoint on the Tibetan question must have been 
‘affected by foreign influences hostile to China.’ 3 

Clearly, Sino-Indian relations had reached its nadir. 
Without delay, on the next morning, the Foreign Affairs 
Sub-Committee of the Indian Cabinet drew up a lengthy 
reply to Peking. 

In a despatch of 31 October, India expressed ‘amaze- 
ment’ and ‘categorically repudiated’ the Chinese notion that 
she was under foreign influence hostile to China. Her goal 
was to see the Tibetan problem solved by peaceful negotia- 
tions, ‘adjusting legitimate Tibetan claim to autonomy 
within the framework of Chinese suzerainty’. India’s past 
suggestions en this subject ‘were not, as the Chinese Govern- 
ment seemed to suggest, unwarranted interference in China’s 
internal affairs, but well meant advice by a friendly Govern- 
ment which had a natural interest in the solution of problems 
concerning her neighbours by peaceful methods.’ 

In India, there was ‘no justification whatever’ for the 
Chinese invasion of Tibet, as there had been no provocation 
on the part of the Tibetans. In view of this development, 
New Delhi could no longer advise the Tibetan mission to 
‘ proceed to China unless Peking ordered her troops to stop 
their advance into Tibet. India was-interested in preserv- 
ing her rights in Tibet and had instructed her personnel 
there to remain at their posts. 

While New Delhi kept close watch on Tibetan develop- 
ments during the next weeks, the Indian Government and 
public became much more disturbed by the Chinese inter- 
vention in the Korean war, which threatened to widen this 
conflict into a world conflagration. Yet Deputy Prime 
Minister Sardar Patel exhorted his people to be prepared to 
meet the challenge that might come from any quarter, 
especially as the internal feud in Nepal had laid India’s 
frontier to the north wide open to outside danger. 

Peking’s reply of 16 November added little to what was 
already known. China made it clear that regardless of 
the Tibetan agreement to hold peace negotiations, and 
regardless of the results of these negotiations, the Chinese 
army was going to enter Tibet and liberate its people. 
This was to be done for the sake of world peace, as the 
entry of Chinese troops into Tibet would be ‘an important 
measure to maintain Chinese independence, (and) to pre- 


vent the imperialist aggressors from dragging the world to- 
wards war.’ 


Tibet’s Appeal to the U.N.. 


7 As soon as the actual invasion of Tibet commenced, 
Lhasa renewed her appeal to New perm for ee sup- 


India did not believe that any foreign influences — 


‘actually to stop this invasion. 
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port and other assistance, though probably arms were not 
requested. Tibet also asked India to sponsor her case be- 
fore the U.N. India, not willing to initiate a complaint 
against China in the U.N, informed Lhasa that she could 
appeal directly to the U.N. It was understood that New 
Delhi would support the case to the extent of censuring 


China for using force against Tibet. 


Thus, on 7 November, Lhasa cabled her complaint 
against the Chinese aggression to Trygve Lie, then Secretary- 
General of the U.N. A mission was immediately despatched 
to the U.N. after the Dalai Lama, a minor, had assumed 


full temporal powers in order to rally the people to meet 
the national crisis. _ 


The Tibetan complaint found no sponsor until El Salva- 
dor asked for the inclusion on the General Assembly’s 
agenda of an item on Communist China’s invasion of Tibet 
on 18 November. The day before, Gopalaswami Ayyangar, 
a member of the Cabinet’s Foreign Affairs Sub-Committee, 
reaffirmed New Delhi’s support of the Tibetan complaint be- 
fore the U.N. to the extent that China should have employed 
peaceful means to settle the question and not force. 


But when the General Assembly Steering -Committee 
took up the matter a week later, India reversed her stand 


and even advocated that the Tibetan complaint should not. 


be considered at all. The reason for this shift of India’s 
position can be found, in the writer’s view, in the develop- 
ments in Korea. 


After the intervention of the Chinese ‘volunteers’ in 
the Korean war, the position of the U.N. forces deteriorated 
rapidly, their troops being pushed southwards by the vic- 
toriously advancing Chinese and North Koreans. During 
those weeks the prospect for peace seemed very bleak while 
there was every possibility that the war might be extended 
to the Chinese mainland and thus heighten the _ possibility of 
a world conflict. This India was bent on preventing. General 
Wu, Peking’s representative, arrived at the U.N. towards the 
end of November. India instructed her delegate, B. N. 
Rau, to hold talks with Wu to explore all possibilities for a 
peaceful settlement. The table had to be cleared for these 
vital negotiations. 


India realized that, however much she disliked Chinese 
incursion into Tibet, she had neither the will nor the means 
The danger of a world con- 
flict developing out of the Korean war had eclipsed the 


threat posed by the invasion of Tibet. The Tibetan question | 


had to be dropped so that New Delhi could concentrate all 
efforts with Peking on the Korean question, Had India sup- 
ported the Tibetan complaint against China, it would have 
greatly irritated Peking without any immediate good being 
achieved. 
approach to General Wu or Peking. On the strength of the 
Indian representative’s assurances that New Delhi believed 


that Peking still desired to settle the question peacefully, — 
the Steering Committee unanimously decided to shelve the 


Tibetan complaint indefinitely. 


Free India’s stand was analogous to the one taken by 
Britain in 1910-11 when also the Chinese invaded Tibet. 


Britain at first extended diplomatic support to Lhasa, but — | 


in the end decided to recognize the de facto Chinese Govern- 


ment in Tibet, without having given the Tibetans any mili-— 


tary aid. But Britain made it very plain to China that she 


categorically rejected any Chinese claims to Bhutan, Sikkim 


and Nepal. 


India’s Himalayan Policy 


To India the Himalayan frontier is as important as it | 
had been to the British. She made it clear that she would © 
allow no alien forces to cross it. ~The Assam-Tibetan border, | 
McMahon line on the Simla Convention © 
which the Chinese’ never accepted, ran along the crest line : 


fixed by the 


It would have doomed at its inception any Indian _ 
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of the Himalayas. Chinese maps, however, had constantly 
shown the frontier as running parallel to the Brahmaputra 
river. Confronted with this fact in Parliament, Nehru re- 
torted, among loud cheers from all sections of the House, 
‘the McMahon line is our boundary, map or no map..... 
We will not allow anybody to come across the boundary.’ 
Some time later, Peking assured New Delhi that these maps 
were old ones. Indian Government circles considered this 
explanation as ‘satisfactory’, although Peking has never 
formally accepted the McMahon line and has continued to 
publish these ‘old’ maps. 


But verbal statements—Nehru had also affirmed that 


India would not permit anybody to cross Nepal’s Himalayan 
frontier—never fully provide for a nation’s security. New 


Delhi, therefore, took several steps to further strengthen 


her northern frontier. 


All Tibetans were required to register as aliens and a 
permit system was introduced for Tibetans who wished to 
enter India. Police forces were augmented in Sikkim and 
the Deputy Minister of Defence paid a special visit to this 
strategic border state. In Assam the frontier was put under 
the: strictest control, steps were taken to safeguard the 


- border where it was undemarcated and the recruitment of 


the frontier defence, the Assam Rifles, was extended. 


Yet the Chinese’ neither interfered with Indian interests 


in Tibet, nor was there any infringement of India’s frontier, 
except for one solitary Chinese soldier who entered Assam 
by mistake. Large numbers of Tibetans, however, kept 
coming into India. The Dalai Lama himself fled his capital 
in December 1950 for the Chumbi valley, ise near the 
Indian border. 


During January 1951, India was trying Naaperntete to 


prevent the passage of the American sponsored resolution 
branding China as an aggressor in Korea. New Delhi had 
received word from Peking that, if this resolution was passed 
by the General Assembly, it would mean the end of negotia- 


tions. India interpreted this to mean the beginning of a 


much greater war, and thus strove forcefully to prevent such 
a disaster. In this situation; all talk of Chinese aggression 
against Tibet subsided in India. But in the end the ‘ag- 
gressor’ resolution was passed, a World War did not erupt, 
and eventually, contrary to Peking’s word, Communist China 
entered into negotiations with the U.N. in Acasa The great 
crisis seemed to have passed. 


New Delhi found the justification for her Tibetan policy 


in the fact, as Nehru told Parliament in February 1951, 
that she had been able to maintain her friendly relations 


with Peking in spite of the developments north of the 
Himalayan border, which had been helpful in the attempts 
made to reach a negotiated settlement of the Far Eastern 


had been unable to persuade Peking to accept any of her 
proposals and peace moves which were designed to forestall 
the acceptance of the ‘aggressor resolution.’ 
and the Arab-Asian group were told by Communist China 


that, if they wished to work genuinely for peace, they 


should first free themselves from American pressure. 


But, friendly relations with Peking did help India’s 
defence problems along the Himalayan frontier. As the 


Deputy Minister for External Affairs, Keskar, told Parlia- 


ment, ‘a friendly China and a friendly Tibet are the best 
guarantee for the defence of our country.’ Such an at- 
titude, however, did not imply that New Delhi was neglecting 
its task of providing vee and other protection of this 
frontier. 


The Sino-Tibetan 


After their initial advance into Tibet, the Chinese 
troops came to a halt well east of Lhasa. Whether Peking 
took this step because of New Delhi’s strong protest is not 


But, this friendship notwithstanding, New Delhi 


Instead, India. 


known. Whether India then lived up to the implied offer 
in her note of 31 October, and once again advised Lhasa 
to send a mission to Peking, has also not been revealed. 
But, in any case, the Tibetans sent a new mission to China 
in March 1951. 


On 238 May, the Sino-Tibetan agreement was concluded 
in Peking. The Tibetans agreed to ‘unite and drive out im- 
perialist, aggressive forces from Tibet so that the Tibetan 
people could return to the big family of the mptherland— 
the People’s Republic of China.’ 


In this task, they were to be liberally aided by the > 


Chinese, for Lhasa agreed to the establishment of a Military 
and Administrative Committee and a Military Area Head- 
quarters in Tibet. Peking was to gain full control of Tibetan 
external affairs, trade and communications. The Tibetan 
army was to be absorbed by the People’s Liberation Army. 
In return, Tibet was granted autonomy within the confines of 


| Chinese sovereignty. Thus, full-fledged Chinese sovereignty 


was established over Tibet” Mao had succeeded where the 


‘Manchus and Chiang had failed. Only ‘the dynamism of 


Chinese Communism had breached the armour of centuries- 


old isolationism and opened up this hermit land to the full 
impact of ideas. 


India’s Interests in Tibet 


The changed circumstances in Tibet did not fail to 
have their effect upon India. With the Chinese army spread 
out along the Himalayan border, India cannot afford to 
continue her previous carefree attitude. She has shown a 
great interest in the development of economic and political 
democracy in the Himalayan border region. She has helped 
both Sikkim and Nepal to strengthen the democratic forces 
there and to secure political stability. The Communist and 
Democratic systems have been placed in immediate juxtaposi- 
tion all along the Himalayas. The local inhabitants of this 
mountainous region can easily go back and forth across the 
frontier, comparing the social and economic gains on both 
sides of the mountains. They will draw their own con- 
clusions, and the system, be it Democracy or Communism, 
which has more to offer the people, will gain in strength. 


This New Delhi realizes, and Nehru has been very 


candid in explaining why India is so interested in furthering © 


stability and social justice along her border. She would 
like to make it a show case for democracy. In Sikkim she 
has been quite successful in helping to abolish many of 
the injustices and hardships of feudalism. India believes 
that a contented population along this border is the most 
effective antidote against potential Communist infiltration. 


The present amicable relations between India and 
China have ameliorated the frontier situation, but the 


former demilitarized character of this border belongs to the 
past. 


Tibet’s absorption by the People’s Republic of China 
could not but affect some of India’s rights there. Direct 
political relations with Tibet could no longer be possible 
once it lost its truly autonomous position. This India re- 


cognized, and Nehru several times voiced his willingness to. 


have Indian interests adjusted in the light of the changed 
circumstances. 


In this task, Peking showed herself quite accommodat- 
ing. Negotiations have taken place between the two neigh- 
bours,| and the only major change of India’s _ position in 
Tibet, so far, has been the transformation of New Delhi’s 
Political Agency at Lhasa into a Consulate-General in 
September 1952. Her trade agencies in Tibet are to con- 
tinue, and though Nehru has publicly revealed his Govern- 
ment’s willingness to withdraw the Indian military escort at 
Gyantse, these soldiers, as far as the public knows, are still 
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REPORTS 


In several respects, but by no means in all, the various 
Chinese Ministers who reported to the National Congress in 
Peking preferred real figures to unintelligible percentages. 
The Minister of Agriculture (Li Shu-cheng) revealed that 
there are now over 100,000 agricultural producer co- 
operatives, while some 60 million peasant families have joined 
mutual-aid teams. There are 110 mechanised or semi- 
mechanised State farms, 2,300 local State farms, 89 stud 


and livestock farms, 101 tractor stations, 8,300 institutes 


for agricultural research and the dissemination of scientific 
farming methods throughout the country with a staff of 
100,000. Despite the floods, grain, cotton, and oil-bearing 
crops would exceed the 1953 erops. The President of 
Peking University (Ma Yin-chu) said the Government pro- 
vides board, lodging and tuition free of charge to all 
students; that the University has a _ special school for 
workers and peasants affiliated with it, and that students 
and faculty have trebled in five years. The Chairman of 
the Committee of Cultural and Educational Affairs (Kuo 
Mo-jo) said that by the end of 1953 there were over -216,000 
students in the higher institutions—40% more than in the 
days before the People’s Government took over. Technical 
school students numbered 669,000—an increase of 75% in 
five years. Middle school students totalled 2,930,000 (96% 
more) and primary school pupils 513 million (117% more). 
At present over 80% of the primary school children and 


58% of the middle school students come from workers and | 
peasants’ families, and the proportion of students of worker 


and peasant origin in the total enrolment of institutions 
of higher education has grown year by year. To train 
an intelligentsia of worker and peasant origin, special 


schools and the People’s University had been established. © 


there. In return for these Indian rights, Peking was given 
permission to open a Consulate-General at Bombay. 


The replacement of the Indian Political Agent by a 
Consulate-General speaks clearly for New Delhi’s recogni- 
tion of Chinese sovereignty over Tibet. Her former position 
inherited from the British, that India only recognized 
Chinese suzerainty subject to Tibetan autonomy, has been 


quietly relinquished. The new situation demanded a realis- 
tic yet skilful approach. 


Perhaps, there will be future adjustments of India’s 
rights in Tibet. As Nehru revealed in March 1953, 
the revision of treaties and conventions regarding 
Tibet had not yet come to an end. Talks were going 
on intermittently with Peking on _ this_ subject. Not 
only treaties are changing, but from all reports avail- 
able to the outside world, Tibet itself is undergoing changes. 
According to Press reports, there has been some friction with 
the local population, but on the whole Chinese penetration 
of all. phases of Tibetan life is proceeding steadily. Roads, 
aerodromes. and military establishments are being built in 
Tibet, besides schools and hospitals. The more Tibet enters 
intg the modern stream of life, the stronger the military 
and political hold of China over this strategic area will be- 
come, and the greater the potential threat to India. New 
Delhi is awake to this possibility. Some of her best men 
have been sent to the border areas and a watchful eye is 
being kept on Tibetan developments. 


Up to the present, Peking has given India no reason for 
complaint along the Himalayas. But India can no longer 
neglect to keep her vigilance alive also on this border. 
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This was In addition to the great efforts made to encourage 
spare-time education for the cadres of worker and peasant 
origin. Kuo Mo-jo also stated that great efforts were 
being made to foster culture among the minorities and great 
headway had been made in education, public health, arts and 
other fields in these areas. “Ideological remoulding,” he 


_ asserted, “produced greater unity among the intelligentsia 


and widespread and thorough education in the spirit of 
patriotism and internationalism had raised the people’s poli- 
tical consciousness.” 


The Minister of Education (Chang Hsi-jo) reported 
that more than 400,000 students were in teachers’ training 
schools. In areas inhabited by the national minorities, there 
were already 26,400 primary schools exclusively for them 
with a total enrolment of over 23 million. In the 275 
middle schools in these areas there were 160,000 national 
minority students. Instruction, he added, was given in the 
language of these peoples. Much had'been done to faci- 


litate the entry into school of children of workers and 


peasants and they now constitute the majority in_ the 
schools. Many middle schools had been specially established 
for the industrial workers and those of worker or peasant 
origin. The Minister of Food (Chang Nai-chi) said China 
had ended her reliance on grain imports and had become a 
world exporter of grains. Even in remote border regions 
where grain growers could not sell their grain before, 
Government are now buying the peasants’ surplus grain, 
“thus solving the marketing problem for the peasants.”’ - 


Vice-Chairman Teng Tzu-hui of the Committee of 
Financial and Economic Affairs said that in spite of the 
floods, wheat had a good harvest, with an increase of 34 
million tons this year. This year’s output of grains and 
cotton was expected to surpass that of 1953. He said that 
Socialist transformation of agriculture must be carried out 


in two stages. The first is to achieve co-operation; the 


second to carry into effect technical reform so as to achieve 
large-scale mechanization. The advance toward co-operation 
also falls into two stages. At present, the chief form we 
have introduced is the agricultural producer co-operative, 
which is partial collective ownerships. Its main features 
are the putting in of land as a share for investment and 
unified management. After this, it will forge ahead step 
by step to an advanced form of producer co-operative charac- 
terised by complete collective ownership: in other words, 
the collective farm. Mechanization also calls for two stages 
pending mass production of tractors etc. Plans call for 
the increase of producer co-operatives to over 500,000, 
with more than 10 million farm households during the next 
spring sowing. If these half-million co-operatives are well 
managed by next year, it is expected that the country will 
have more than half of its peasant families and farm land 
included in the agricultural producer co-operatives in 1957. 
Credit co-operatives have been increased to 50,000, and by 
1956 every rural unit (i.e,, several villages) will have such 
a co-operative throughout the greater part of China. The 
network of supply and marketing co-operative organisations 
have covered every section of the country with the 
exception of areas inhabited by national minorities. In 
three to five years these organisations will, in the main, 
control the rural commercial positions in the principal areas 
of China. To promote agricultural co-operation and de- 
velop production, said Teng Tzu-hui, all types of measures 
for technical improvement must be taken. State-owned farms, 
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the annual average in the four years 1927-1930. ) 
‘ port agricultural produce in exchange for machinery from 
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livestock farms, aquatic products enterprises, tractor sta- | 
_ tions, water-pump stations as well as the farms and agro- 
technical stations in the provinces, regions and counties 


must be well operated. They must set an example to the 
peasants, herdsmen and fishermen by introducing to them 
technique to raise output. He also stressed the need of 
improving work in water conservancy, including the taming 
of local rivers; afforestation of China’s many barren hills 
which can also be used for the planting of economic crops, 


- especially in South China, in which it was hoped returned 


overseas Chinese would invest; and the improvement of 
weather forecasting. 


The total area under oil-bearing crops—rapeseed, pea- 
nut and sesame—is to be extended by two million - hectares 
in the coming two years. The Ministry of Agriculture call- 
ed a national conference to discuss plans for wheat and. oil- 
bearing crop production. It was announced that the total 
output of wheat this year on 27.2 million hectares was 
over 20% above the 1953 harvest, due chiefly to an increase 
of 13% in the per hectare yield. The conference called for 
special steps in 1955 to raise oil-bearing crops, and sug- 
gested that large’numbers of trees, including walnut, tung 
oil and pepper trees should be planted in hilly areas. The 
planting of palm-oil and coconut trees is to be promoted 
in tropical and sub-tropical areas. Full use was urged of 
fallow land in the south to grow rapeseed. In the north, 


‘major efforts are to be directed toward planting sandy 


wastes or arid land to peanits. Vice-Premier Chen Yun, 
who is Chairman of the Committee of Financial and Econo- 
mic Affairs, explained why planned purchase and supply of 
grain and other vital consumer goods was necessary in 
He went on to say that in the five years before 
1937 (when the Sino-Japanese war broke out) the average 
annual output of grain had been 140,000 million kilos. (It 
is not clear whether Manchuria, then held by the Japanese, 
is included). In 1953 it was 165,000 m. kilos. The highest 


- putput of cotton before the war was 800,000 tons (in 1936) 


and of cotton yarn (in 1933) 2,440,000 bales. In 1953 


cotton output amounted to 1,175,000 tons and cotton yarn 


4,090,000 bales. The total number of pigs went up from 
63 million in 1936 to 93 million in 1953. 


Since liberation, China had exported 400 m. kilos. more 
grain and an average of 10,000 tons less oil every year than 
“To ex- 


abroad is absolutely necessary in order that China may 
build the basis of her industry. In order to maintain 
sufficient supplies to meet the needs of the people, how- 


ever, the State would export “only a limited amount of 


grain, oil and meat.” In other agricultural produce, how- 
ever, priority would be given to export demands. “The 
fundamental cause of the relative inadequacy in the supply 
of certain consumer goods lies in the people’s rising pur- 


chasing power which is running ahead of the production 


of consumer goods,” said Chen Yun. “The increase in the 
purchasing power of the peasants is quite obvious. The 


land reform, good harvests, and the considerable rise in 


the prices they are paid by the State have all improved 
the peasants’ standard of living. Formerly they were forced 
to sell the grain they needed for themselves to pay rent 
or debts, but to-day there is no urgency for them to sell 
even their surplus grain. However, the demand in the 
cities, industrial and mining areas and areas growing indus- 


trial crops is increasing rapidly, and that is why the demand. 


for grain exceeded the supply in 1953.” 


‘ The rise in purehasing power in urban districts was 
also obvious, he continued. Prices in the past few years 
had been stable and wages had risen considerably. With 


the increased employment created by large-scale economic 
\ 
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and cultural construction, the total amount paid in wages 
had been greatly increased and this meant an increase in 
the income of city dwellers. Chen Yun argued’ that the 
planned purchase by the State of the peasants’ surplus 
grain, cotton and oil-bearing crops was beneficial to the 
peasantry. If planned purchasing by the State were not ~ 
carried out, and private merchants and rich peasants were 
allowed to play the markets, the countryside would retro- 


gress to the old chaotic practices of pre-liberation days. 


At that time, private merchants and rich peasants hoarded 
and speculated at high prices while the peasant masses 
gained no advantage from their labour. The peasants were 
then forced to sell at low prices and buy at high prices. 
The present system of fixed supply of certain commodities 
was neither all-embracing nor rigid: only some commodities 
were involved. In the North, for example, the supply of 
flour was restricted while other grains were not. (This 
dodges the issue, because in the North it is flour they 
want, not rice; and in the South, vice-versa. The same 
special pleading is obvious in the following argument that 
the supply of cotton cloth is limited, but silk, woollens and 
linen fabrics are not: nobody dare wear them nowadays 
even if they can afford them). But the rationing would be 
abolished “as soon as output caught up with demand.” 


Chen Yun told the National Congress that private 
wholesalers would be allowed to carry on their businesses 
in certain permitted lines. Those required by State-owned 
commerce to act as wholesale agencies for the State would 
have that status; and those who could switch to other 
types of enterprises were also allowed to do so. Employees 
and employers of wholesale firms that could no longer carry 
on, could if they wished take on employment with State- 
owned firms and co-operatives. As for private retailers, 
if they really kept, to the stipulations of State-owned or 
co-operative commerce, they could operate as retail agents | 
of state-owned and co-operative commercial enterprises. 
The Vice-Chairman of the State Planning Committee (Chia 
To-fu) said labour productivity was expected to show a 
10.6 per cent increase this year in the enterprises under 


the six Ministries of Heavy Industry, Fuel Industry, the 


First and Second Machine-Building, Light Industry and the 
Textile Industry. Total output would go up by an estimated — 
57% compared with 1952. Percentage increases were given | 
as: electric power 51; coal 26; petroleum 90; pig-iron 57; 
steel 59; steel products 43; cement 60; metal working 
machines 37; cotton yarn 27: paper 29; sugar 71; tobacco 
7A. 


JAPAN TRADE GUIDE FOR 
THE YEAR 1954 


The Japan Trade Guide for the year 1954 has just 
been published and is on sale at the offices of the Far 
Eastern Economic Review, 322 Queen’s Building, Hong- 
kong (Tel. 32429). 

The de luxe edition of the Trade Guide costs HK$63, 
and the popular edition HK$17.20. 

A limited number of copies of the Japan Trade Guide 
for 1953 are also for sale at $20 (de luxe edition), and a 
few books of de luxe edition of the Japan Trade Guide 
for 1952 are for sale at HK$15. 


The Japan Trade Guide is an ‘essential reference book 
for bankers, traders, manufacturers, librarians, economists 
and students of contemporary Japan. 
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ECONOMIC DEVELOPMENTS IN 


Industrial Output 
Peking recently published following estimates for pro- 
duction in 1954: 


Enterprises under China’s five industrial ministries 
showed a 32.8% higher output from January to August com- 
pared with the corresponding period last year. The Minis- 
try of Machine-Building Industry fncreased its output by 
51.9, the Ministry of Heavy Industry by 35.9, the Ministry 
of Light Industry by~ 35.5, the Ministry of Fuel Industry 
by 28.9 and the Ministry of Textile Industry by 22.4%. 
August target was overfulfilled by 1%. The Ministry of 
Machine-Building Industry exceeded its August target by 


5.9, the Ministry of Heavy Industry by 1.9, the Ministry of - 


Textile Industry by 1.8%. The Ministry of Light Industry 
completed 98.6 of its August target and the Ministry of 
Fuel Industry 96.9%. 


Production at Anshan, from iron ore to rolled sau: 
exceeded peak levels during the Japanese occupation. An- 
shan’s steel output this year will match the combined out- 
put of 1950 and 1951. Large-scale reconstruction began in 
1952. Some 50,000 workers, cadres, students and peasants, 
joined in’ the construction work at Anshan. Factories 
throughout the country made equipment and tools for An- 
shan. In 1953, two rolling mills for making seamless tubing, 
rails and structural steel and two automatic blast furnaces 
went into production. A sheet steel rolling mill was com- 
pleted and a third automatic blast furnace will begin opera- 
tion in Octcber. Within a few years, when Anshan’s re- 


construction is completed, this centre will produce several 


times more high-grade iron and steel, rolled steel and chemi- 
cal by-products than at present. Geological surveys during 
past years revealed that the iron ore deposits in the neigh- 
bourhood of Anshan are sufficient for hundred years. 


The state-cwned Shanghai Electrical Machinery Plant 
is assembling a 6,000-kilowatt steam turbine’ generator 
which will be installed in a thermo-power plant in the 
Huainan Electric Plant. The 2,700-ton new cargo vessel, 
the “Tachung’’ will soon be put into service. The state- 
owned Shanghai Machine Tool Plant is making a Soviet 372- 
B-type surface grinder. A 373-type surface grinder made 
by the same plant is now on display at the Leipzig Inter- 
national Industrial Fair. A 165 horse power high-speed 
Diesel engine will soon be completed by the state-owned 
Shanghai Diesel Engine Plant. 


Capital Construction in 1953 


There was an increase of 66%, compared with 1952, in 
total investments in capital construction. The total invest- 
ments of six of the industrial ministries was 106% higher 
than the 1952 figure. 
Ministry of Heavy Industry increased by 82%, the Ministry 
of Fuel Industry by 145 and the First Ministry of the 
Machine-Building Industry by 141%. Altogether, 34 major 


items of industrial construction were started in 1953 and 


80 major projects of industrial construction which had 
started earlier were continued in 1953. By the end of 1953 
36 major projects were completed. They included the 
Heavy Rolling Mill, the Seamless Tubing Mill, the No. 7 
Blast Furnace and the No. 8 Blast Furnace in ‘Anshan, the 
Haichow Open Cut Coal Mine in Fuhsin, a power plant in 
Fushun, a hydroelectric station in Fengman, the No. 2 Power 
Plant in Sian and power plants in Urumchi and Chengchow. 


In 1953’s railway construction, 589 kilometres of tracks 
were laid on seven railways under construction. Of these, 


Among them, investments of the 
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182 kilometres from Lanchow to Chiuchuan were laid along 
the Lanchow-Sinkiang Line, 163 kilometres from Chengtu to 
Luehyang were laid along the Paoki-Chengtu Line. In 1953’s 
timber industry, 314 kilometres of narrow-gauge forest rail- 
ways were built. In 1958’s highway construction, 29 major 
routes were newly built or rebuilt. Work was carried out 
on a total of 4,118 kilometres. Of this figure 2,689 kilo- 
metres. were completed—1,507 kilometres were newly built 
and 1,182 kilometres rebuilt. 


In 1953’s water conservancy work, 23 major projects 
were completed. Among the more important ones were. the 
Sanho Movable Dam in the lower reaches of the Huai River, 
the joint irrigation and navigation project along the lower 


reaches of the Yellow River in Northern Honan Province 


and the new sea outlet for the Taching and Tzeya Rivers 
near Tientsin. Harnessing work on the Huai River’ con- 
tinued throughout the period. Major work was completed 


on the Kwanting Reservoir along the Yungting River near 


Peking. The Tahofang Reservoir was started in the second 
half of 1953. When completed it will keep the Liao River 
under control. 


Buildings with a total, floor space of over 30 million 
Square metres were com pleted with state funds in 1953. 
These included factories, offices, houses, schools, 
medical institutes and army quarters. Dwelling houses with 
a total floor space of 12 million square metres were among 
those built. 


Agricultural Production in 1953 


In 1953, considerable natural handicaps occurred in 
many regicns, including drought in spring and excessive rain 
in autumn. But the gross output of grain in 19538 was still 
somewhat higher than in 1952. The total output of food 
crops reached over 165 million tons and of cotton over 1.17 
million tons. Compared with 1952, the percentages of the 
outputs of major crops in 1953 are: rice, 103; wheat, 100; 
soya beans, 106; cotton, 91; sugar-cane, 103; sugar beet, 101; 
peanuts, 90; rapeseed, 92; sesame, 108; cured tobacco, 100. 
There were 2,340 state farms, including 59 mechanised farms. 
These mechanised farms had more than 140,000 hectares of 
farmland, 1,621 tractors (In terms of 15 horse power) and 
352 combines. In 1953, 11 machine and tractor stations 
were established at key points. In addition, 30 tractor 
work teams were set up at agrotechnical stations and nine 
tractor service teams at state mechanised farms. There 
was a further development in mutual aid and co-operation 
in agriculture. The peasant households in mutual-aid and 
cooperative organisations made up about 48% of all the 


peasant households in the country. The agricultural pro- | 


ducer cooperatives grew to over 14,900, with over 275,000 
households participating. Their number was about four 
times the 1952 figure, with the- number of the participating 
households about 4.7 times greater. The peasant households 


joining the long-term mutual-aid teams accounted for some 


28% of all the organised peasant households. 


Animal husbandry in 1953 also developed. Cattle in- 
creased by 9%, horses by 7%, sheep by 12% and pigs by 
6%. There were in the country 83 state-owned livestock 
farms and livestock cross-breeding farms. They had more 
than 100,000 head of good-strain livestock. 


The total output of aquatic products reached over 1. 89 
million tons, 9% greater than in 1952. Of this the output 
of state enterprises made up more than 113,000 tons, 
30% above 1952. 


Foreign Trade in 1953 


The relationships with foreign countries continued to 
expand. Over 50 countries entered into trade with China. 
The total volume of imports and exports in 1953 was 36% 
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EMBROIDERY IN CHINA 


, By H. C. Faulder 


It has been said that woman has created no art; a 
moot point at the best of times, and whenever women 
deign to take up the cudgels and defend themselves against 
this charge, the art of embroidery is one of the outstanding 
supports of their case. An art it undoubtedly is, and it 
seems equally true that it was given to the world by 
women, because although its origins have been lost in the 
dim mists of centuries long forgotten, it has been women 
who have patiently handed this craft on to succeeding 
generations. Just when the art of embroidering came into 
existence will never be known; the fabrics have perished 
with time, the once beautiful garments have long _ since 
crumbled into dust and only a few examples, carefully pre- 
served for the most.part in hermetically sealed tombs, have 
One of these, from a tomb in Egypt, 
is said to be 3,500 years old, woven more than fifteen cen- 
turies before Our Lord reproved the Pharisees for wearing 
embroidered texts on their garments. But the peoples of 
the Orient excel in the art today as they did in ancient 
times, and the woollen shawls of Kashmir are as famous 
as the embroidery, exquisite in design and workmanship, of 
China. 


The oldest Chinese patterned stuffs known to exist were 


unearthed by Sir Aurel Stein in the deserts of Chinese 


Turkestan in 1914. Centuries and centuries ago the Chinese 
opened up this route for silk trade with Western Asia, 
and although it was replaced later by an easier one, the 
material unearthed appears to belong to this time, the Han 
Dynasty in the first century before Christ, though it is 
clear to those who have studied such things that the pat- 
terns have been influenced by earlier traditions and simply 
form a link in the chain connecting us with the history 
of those dim far-off times. All this is inseparably bound 
up, too, with the history of silk and of weaving generally, 
but again, and especially where China is concerned, we find 
ourselves moving in a world of legend and story, often 
very beautiful but of little direct use to the historian. 


From this time to the next period of importance in 
the art of China there is a gap of a number of centuries, 
and it is not until the T’ang Dynasty in the seventh and 
eighth centuries of our present era that we find anything 
of note. A great deal of material attributed to this period 
has been preserved, and as the Chinese were at this time 
in touch with Western influence, and more especially with 
the Persians, this intercourse is reflected in the art and 
embroidery of the time. This is particularly noticeable in 
a silk banner said to have been used by the Japanese Prince 
Shotoku (572-623 A.D.) and now removed from the old 
Imperial capital at Nara to Tokyo Museum. The design 
Shows a typical Sassanian hunting scene with the king on 
horse-back attacking a lion; and although such a motif. is 


more than 1952. The total volume of imports increased by 
38%, 106% of the plan. The total volume of exports in- 
creased by 33%, 97% of the plan. In 1953, the total volume 
of trade with the U.S.S.R. was 33% more than in 1952. The 
total volume of trade with the People’s Democracies was 
25% more than in 1952. + The trade with the U.S.S.R. 
and the People’s Democracies constituted 75% of the total 
volume of foreign trade. In 14953, trade with capitalist 
countries registered an increase of 52%, compared with 
1952. Proportionately speaking, the state trading con- 
cerns accounted for 92% of the total foreign trade, the 
remaining 8° being that of private concerns. 


as the modern product. 


by no means Chinese, but rather Persian, yet the manner 
of representation is Chinese, and Chinese characters are 
introduced. 

It was-in this same dynasty, the T’ang, that we first. 
meet the very beautiful material known in some districts 
as k’o-szu; this is done by the tapestry method in fine 
threads of silk and gold. The material is still made today, | 
and samples of the material made in early times which were 
unearthed from the Gobi desert region are almost the same 
In both a very fine silk warp is 
used, crossed with a weft of brightly coloured silk and en- 
hanced with the use of gold thread; it is clear to experts 
that the older materials, woven a thousand years ago, are 
the heirs of still greater antiquity and that the first making 
of this lovely material, much in vogue as a base for em- 
broidery, must go back almost to the very beginnings of 
civilization. Most of them have patterns woven into them, 


while many are enriched with jembroidery of what can be 


very rightly termed a somewhat archaic design. 


During the Yuan Dynasty, which was about the time 
of Marco Polo and so more readily appreciated, many fine 
fabrics were brought to the West by travellers and mer- 
chants, silk brocades and silk and gold fabrics being men- 
tioned by many writers and travellers of this time, while 


in the Ming Dynasty which followed, Arabic and other in- 


scriptions began to appear in the embroidery and tapestry, 
indicating that the work was beginning to be turned out 
with an eye to the export business. 


Portuguese in South China 


Wihen the Portuguese arrived in South China in the 
early part of the sixteenth century, a new era began for 
Chinese textiles and the fashion for ‘things Chinese’ soon 
became so much the vogue that the trading ships of Portugal, 
Spain, England, France and Holland brought home vast 
quantities of material specially made for export. In this 
case, however, basic Chinese designs were adhered to and 
little ‘Westernizing’ was allowed to influence them. As 
ever, dragons, fanciful birds, waves, clouds and all the other 
special conventionalised forms which we have come to as- 
sociate with Chinese embroidery were kept, though the 
Chinese, with their innate artistic feeling, can make almost 
anything an agreeable part of the design. Textile ornamenta- 
tion reached new heights of perfection during the reign 
of the Emperor Chien Lung (1736 to 1795 A.D.), and many 
beautiful specimens of that period can be found in museums. 


From then on the world’s interest in Chinese fabrics 
and embroidery has increased rather than lessened. To 
most people, however, Chinese history is of little interest; 
the modern lady being more interested, and quite rightly 
so, in whether an article looks nice in itself or whether 
it would look well on a dress or a cushion. For one person 
really able to appreciate old things there are hundreds who 
know a piece of fine embroidery when they see it and who 
would be quite able to put it to some practical and artistic 
use. A Mandarin coat may be a most interesting historic 
relic, more especially if it has been worn by someone of 
political standing; in the eyes of a prospective Western 
wearer this is only of* secondary importance to such a 
question as ‘Do I look nice in it?’ If the answer is in the 
negative, then the coat is not likely to be bought; if, how- 
ever, the coat is suitable in this respect, then the fact that 
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it has historical background serves t 
‘face’ and so enhances its value. 


All this may seem to be digressing, but actually it is 
very much to the point; the writer well remembers travel- 
ling out to China on one occasion on the same steamer with 
a lady who had little other reason for coming to China than 
because she wanted to get an old Mandarin coat. It is 
not necessary to add that she was a person of some means 
and liked to travel; but when asked how she proposed to 
find it she remarked airily that she hoped to find it in some 
old Chinese shop in an old back street. She had evidently 
been over-indulging in Sax Rohmer, because such shops 
simply do not exist in the manner which she implied. All 
the genuine Mandarin coats were bought up long ago, but 
she would no doubt be able to buy a very excellent copy in 
any one of a dozen shops in any Chinese port, though she 
would have little to gain and lots to lose by chasing through 
the back streets in search of one. The whole point is 
that this business is now so well organised and that the 
machinery for handling it is so efficient that she need hard- 
ly have left her home town to buy anything from an em- 
broidered handkerchief to a full set of court regalia. 


to give its wearer “added 


Lacework Introduction by Catholic Sisters | 


At this point it might be as well to mention the sub- 
ject of lace, which, although not strictly speaking a Chinese 
industry, has come to be regarded as such. Chinese lace— 
and much of it is of exquisite workmanship—is of much 
more recent date than embroidery and dates its origin from 
the time when the Catholic sisters first began teaching 
this craft to the native women and girls; the actual date 
of this varies with different districts but is in most cases 
a matter of record about which there is no dispute. Many 
of the sisters came from Belgium and other countries where 
the making of fine lace has been a home _ industry for 
generations; Brussels point lace, airy Mechlin and fine Valen- 
ciennes had been everyday material to them, and it is but 
natural that they should pass on this lovely art to the 
natives whom they sought to teach. It so happens, then, 
that it is impossible entirely to separate the two, because 


much embroidery work is edged with lace, many magnificent © 


banquet clothes are made up from alternate squares of 
embroidery and lace, while almost all the dainty wear for 
ladies is adorned with both lace and embroidery. A number 
of other articles are neither lace nor embroidery, but partake 
of the nature of both; if, then, we are to confine ourselves 
strictly to embroidery only, we will fail to observe some of 


the most beautiful examples of this by excluding articles 
which have had lace added. 


Chinese Native 


With this in mind we can take a closer look at the 
types of embroidery produced in China; we might very well 
begin by dividing it into three classes, namely, historical 
material, wearing apparel and household articles, though 
there will perforce be a certain amount of overlap. In the 
first class we might place not only the museum pieces, but 
the very excellent copies of these which are made and 
which serve exactly the same purpose for most people. Man- 
darin coats were mentioned, and it seems redundant to say 
that these were the coats worn by the old mandarins; it 
is many, Many years now since China was ruled by these 
men, and so such coats are really no longer made. Tradi- 
tion dies hard, however, and though no ruling despots stalk 
through the land today in beautiful coats (they wear a 
much plainer garb!), the people who for generations have 
made these still continue to do so. .They are exquisitely 
beautiful and most of them must surely rival Joseph’s 
famous coat of many colours. In the same class, and similar 
in many respects to Mandarin coats, are the clothes worn 


by actors on the ‘Chinese stage. 
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These again are usually 
copies of clothes worn many generations, ago and so can 
rightly be classed as historic. It must be admitted, however, 
that these, though the work put into them beggars descrip- 
tion, would have to be kept as curios, most of them being 
much too bizarre and striking even to be used as cocktail 
coats, while not even Ascot would pass such head-gear as is 
frequently seen on the Chinese stage! In the same class 
is much of the pprely Chinese embroidery used for cushion 


covers, shoes and tablecloths. The colour schemes and general — 


designs are much too daring to fit into any Western de- 
corative scheme. — 


The embroidery of pictures and hangings is a highly 
developed art in China, and stands out as a class by itself. 
The centre of the art is Changsha, from which many beauti- 
ful pieces go all over the country. The embroidery is made 
on silk or satin, embracing scenes from history and every- 
day life and covering a wide range of subjects which in- 
clude wild life, scenery, plants, episodes from Chinese his- 
tory, famous and good-luck inscriptions, etc. Portraits to 
order are also reproduced in embroidery. Embroidered 
pictures and hangings are very popular with the Chinese as 
gifts, especially on opening dates, and could be found in 
almost every newly opened place of business or pleasure. 


Lingerie 


In the class we have~ called wearing apparel we find 
on the contrary work of a beauty and a delicacy to suit 
the most fastidious Western taste. It is not possible tp do 
anything like ample justice to this through the medium of 
the printed word, and even the photograph cannot really 
convey all that there is of texture, material and finish, simply 
serving to give a somewhat general idea of the design. To 
begin to appreciate this lovely work one must see samples 
of it; there is nothing about it of the machine or of the 
methods of mass-production; neither of these has invaded 
the field of Chinese embroidery as yet. The work is done 
by quiet patient hands in a thousand Chinese villages; the 
same hands that can lustily wield a hoe can send the needle 
through a piece of satin with an accuracy that would have 
done credit to the Lady of Shallot. It is one of the most 
familiar sights of the countryside in certain parts of China, 
to see the women of the household gathered round their 
embroidery frames; they sit and chat away in the shadow, 
or down by the water-side, and all the while their needles 
are busily plying across the fabric. Only the actual em- 
broidery is done in this way, the garment itself being made 
up by experienced tailors and cutters in the nearest large 
town. The work is ‘farmed out’ by the various exporters 
and dealers, who supply the materials and the design and 
pay for the work as it is brought in. There is no question 
of ‘sweated labour’ about this, as the women and girls who 


do it are entirely their own ‘bosses’ and work or not as 
pleases them. 


Among the articles tamed out in this way are night- 
dresses, slips, personal underwear and all that type of gar- 


ment, dear to the feminine heart, which is classified by - 


the general term ‘lingerie.’ 


Types of Embroidery 


In the class, household articles, we would include all 
the articles more generally made of linen and cotton and 
which are more usually ornamented with applique, cut work, 
drawn and punch work, cross-stitch, etc. They include 
table-covers, napkins, handkerchiefs, bed-spreads, pillow- 
cases, doilies, towels and many other household articles 
or things for personal adornment. For the better 
class of embroidery, Irish linen is imported and em- 
broidered here into such articles as most magnificent banquet 
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cloths or the most dainty, of handkerchiefs. For the cheaper 
grades of embroidered goods, which are in the greatest de- 


-mand for export, China-made cotton fabrics afid native 


grass linen are used. Larger articles such as bed spreads 
are more generally ornamented with applique; in this work 
the design is cut from coloured cloth and sewn on, a method 
which is eminently suitable for large areas and for adding 
colour to the work. An afternoon tea set, complete with 
table-cloth, napkins and a tea-cosy worked in this manner, 
can be very bright and cheery. Cross-stitch also can be 
used to lend effective colour to such work, though in the 
more expensive examples (other than cross-stitch) only the 
finest white, or possibly pale blue linen, thread is used. 


Of the various stitches used in China, the cross-stitch 


‘ is now probably the most popular one for export; it is used 


on thousands of table-cloths, bridge sets, guest towels and 
similar articles, and with its help pictures of Chinese life 
are worked on these; little rickshaws, pagodas, junks, and 
what have you, chase each other round the edges of the tea- 
cloth in a most pleasing and colourful manner, though of 
late floral decorations seem to dominate the export field. 
Tuscany table and bed covers, applique work and cutwork 
on bridge sets and luncheon sets, pillow cases and handker- 
chiefs, are also in steady demand abroad, and these, to- 
gether with the cross-stitch variety, have developed into 
fairly well standardized lines of export. 


Following comes the question of the localities in which 
the various embroideries are made, a point which is interest- 
ing both politically and geographically. It must be said 


TAIWAN ELECTRIC 


The whole island of Taiwan together with the Pescadores 
is served with electricity by the Taiwan Power Company. 
This Company is over 90% jointly owned by the Central 
Government and the Provincial Government. The operation 
of the Company is, however, directly under the supervision 
of the Ministry of Economic Affairs. Formerly there were 
two separate power systems, the main one on the western 
coast and the smaller one on the eastern coast. Since the 
completion of the East-West Transmission tie line in Decem- 


ber of 1951, the two have been inter-connected to form one 


single integrated system and a large amount of surplus power 
on the east coast has been transported to the west. At pre- 
sent there are 33 generating stations, large and small, 24 
hydro-electric and 9 thermal-electric. Except a few small 


' ones, all the power stations are connected into the system. 
_* The total installed capacity is close to 400,000 kw. Last 


year’s energy output was more than one and half billion 
kwh. Even in USA the system would be considered as a 
fairly large one. 94% of the output was generated by 
This is quite a unique feature, thanks to the rich 


countries in the world surpass in this proportion, nanOey, 
Norway, Switzerland and Sweden. 

At the peak of the war activities in 1944 the maximum 
demand on electric power of the whole island was, for a 
very brief period, 172,000 kw. During the war the system 


_ suffered tremendous damages through Allied bombing. As 


a result, the system was barely able to carry 32,000 kw at 


war-tern system. This job was accomplished. The demand 
has kept on increasing. and in, 1950 already reached the pre- 
It was 


received by far the biggest share of U.S. economic aid in 
Taiwan. 


When China took over the faci-— 
' lities from the Japanese, -the first job was to rehabilitate the 
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right away, however, that it is impossible to make hard and 


fast rules on this; in the first place it is governed by the 
law of supply and demand, and a day’s walk. through any 
district in which lace and embroidery are made will produce 
as many as twenty different types of work all being done 
in the same district. Still, certain districts have become 
perhaps more noted than others for special work, and the 
following list has been compiled by one of the leading 


dealers in China and is backed by many years experience 
in trade: 


‘Chefoo: filet, cluny, venice and Tuscany lace-work; drawn thread- 
work, cut-work, punch-work etc. 

Haiman: embroidered underwear. 

Peking: applique and cross-stitch on grass-cloth, organdie, gauze, etc. 

Ningpo: venetian laces and embroidered linen table covers. 

Soochow : embroidered mats, pyjamas, ‘Mandarin’ and other coats. 

Shanghai: crochet and point laces, cutwork, embroidered underwear. 

Pootung: embroidered underwear and Tuscany lacework. 

Wenchow : cross-stitch. 

Swatow: | drawn-work, handkerchiefs, applique, cross-stitch, appenzell 
work, laces, etc. 

Zungzok : cut-work and Venetian laces. 

Changsha: embroidered pictures. 


This by no means exhausts the list, but serves among — 


other things to show how widespread the industry is, and 
how it takes in the entire coastal district of China. Swatow 
was the largest producing centre of embroidery, followed 
by Chefoo and Shanghai. The majority of exporters have 
their head offices in Hongkong. Many Chinese dealers from 


China maintain contact with Hongkong oan representa- 
tives or agents. 


POWER INDUSTRY 


At present the peak has reached. 290,000 kw which is 
70% over the Japanese record and nearly 10 times the figure 
at the war end. Over 75% of the power sold to the ultimate 
customers is consumed by ,the industries for productive pur- 
poses. This indicates the utmost importance of 
power to the Pooneny of Taiwan. 


Electricity in’ Taiwan can claim to be the cheapest 
among all commodities, as referred to pre-war price level. 
While the general cost index at present is 20 times that 


of 1937, electricity rates for lighting and power have gone © 


up only 3 to 5 times. Compared with all the other countries, 
Taiwan stands second cheapest in the world, next to Nor- 
way. The average electricity rates for the following coun- 
tries in terms of U.S. cents per kw are as follows: 


Norway 0.4 Taiwan 1.2 
Japan 1.3 England 1.4 
Switzerland 1.6 USA 1.8 
France 1.9 West Germany 2.1 
Holland 2.4 Denmark 
Belgium 2.8 Philippines 3.5 


The figure for Taiwan is based on 
(1:15.65). If a more realistic exchange rate is used, the 
comparison would favor Taiwan still more. The greater the 
average consumption is, the cheaper the rate will be, and 


local average consumption per residential customer amounts 


to 40 kwh per month which is only one fourth of the bes 
average. 


To meet baie growing demand the Company in 1953 em-— 


barked upon a five year development program, which aimed 
at increasing the installed capacity by 300,000 kw (210,000 
kw hydro and 86,000 kw steam), almost doubling the original 
capacity. To date, 60,000 kw have been completed. Some 
150,000 kw are under construction, including two modern 
steam power stations, one underground power house and one 
large dam which will be among the highest in Asia. 
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One of the immediate urgent problems is the increase 
of electricity rates. It is now under the consideration of 
the government and will in due course of time be transmitted 


‘to Legislative Yuan for approval. It is necessary to increase To & | N @; A P q R E | 


the rates to correct ‘the existing unhealthy financial condi- 


tion which can be described as “apparent profit, but actual BANGKOK. RANGOON. CALCUTTA. 
deficit’ and to put the Company on a sound business basis. 

Every businessman appreciates how important an ade- | SAIGON, HAIPHONG, HANOL 
quate provision of depreciation is to any business enterprise. 
Up to now the depreciation reserve has been figured on the MANILA, JESSELTON. SANDAKAN. 


book value of the fixed assets and is far too low on account 
of inflation. With insufficient amount of depreciation re- 
serve operations during the past years appeared to be bear- 
ing profit. Recently a revaluation work was finished on the se 
basis of reproduction. It was done by 300 engineers and 
accountants under the supervision of. many experts headed 
by Mr. D. A. Hill of J. G. White Engineering Corporation. 
It is now found that fixed assets are actually worth more 
than 5 times the book value. Depreciation reserve must 
therefore be increased correspondingly. This can _ only be 
attained through the rate increase. 

Like all business enterprises, Taiwan Power is entitled 
to a fair return on its investment. In USA 6% is cus- 
tomary. The Taiwan Power will be contented with 2 to 
3%. Therefore, the contemplated increase will be moderate. 


Additional revenue thus obtained from the rate increase 
will be entirely devoted to capital expenditure to support 
the development program. The Company will not use it to 
cover the operating expense, because present revenue is 
sufficient fcr that purpose. The employees will not be bene- 
fited. Neither will the Government derive any immediate 
benefit out of it, because the Government has decided to 
plough in for reinvestment in support of the development 


LABUAN. 


plan, not only all the dividends but all the income taxes, | 
both of which the national treasury is fully entitled to. 

Taipower is facing an enormous requirement of capital 
fund to carry out the expansion program, roughly 450 million — comfort. efficiency and punctuality. 


NT$ per year. There are three possible sources of fund. 
The first and the principal one is US Aid, from which Taiwan 
hopes to get 300 millions. There are many items such as 


customs duties, loan repayments, interest payments, miscel- 


laneous ‘replacement projects, etc. which the US Aid will 
not finance. The second source is from own depreciation Hectic iene Fed. 
reserve (100 millions). The third source is from the Gov- | 


‘ Passages, call 56260, 34149, Freight. call 58948 
ernment reinvestment mentioned before, which will amount _ | BUTTERFIELD & SWIRE(H.K.) LTD. and major tourist agents. 
to 50 millions. | 44-9; (Cs 


Through the extension of long-term 

credit and fiduciary business of 

corporate securities we have 

been closely identified with 

the development of Japa- 

nese heavy industries for 
over fifty years. 


tHe INDUSTRIAL BANK oF LT. 


First in Long-Term Finance 
Full-Fledged in International Banking 


Established: 1902 
Marunouchi, Tokyo. 
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ECONOMIC REPORTS FROM JAPAN 


Due to improvement in Japan’s international payments 
situation, the balance of foreign exchange for the first half 
of the current fiscal year (Apr.-Sept.) will have more than 
$30 million in Japan’s favor. This is contrary to the ex- 
pectation that an unfavorable balance of $30 to $40 million 
would result. The value of exports in July amounted to 
$129 million, showing a rise of $23 million over June, 
while that of imports dropped by $22 million -to $121 
million. The gradual drop of imports and rise of exports 


-will continue in August and September and will bring 


about a favorable balance totaling $30 to $40 million for 
the period under review. 


If Japan is allowed to participate in GATT in the near 
future, the overseas market will expand and the monthly 
export volume would be maintained at about $120 million. 
As long as the Government’s tight money policy is strictly 
enforced, monthly import volume could be kept at around 
$170 million even during the import season of foodstuffs, 
raw cotton, and wool. Special procurement contracts have 
been on the increase since June. Aside from revenue ac- 
quired in connection with MSA, the revenue from supplies 
to the UN forces stationed in and around Japan would 
probably average $55 million a month. 


Aluminum Export 


_ Export of aluminum during the first half of the cur- 
rent calendar year dropped to 1,19 tons, almost one quar- 
ter of the amount for the corresponding period last year, 
due to the sudden decline in this year’s special procurements, 
which in 1953 occupy almost 85% of the total export of 


ducers accumulated to 4,806 tons at the end of June: Nippon 
Light Metals Co.—3,086 tons, Showa Electric Industry Co.— 
973 tons, and Sumitomo Chemical Co.—747 tons. 


In order to boost the export, producers are developing 
South-American markets. They might cut down the export 
price to attract orders. Export statistics of aluminum 
during the period from January to June 1954 are as follows: 


Jan.-June Jan.-June 
Months 1954 1953 


Foreign Exchange in July 


Receipts from exports and payments for imports in 
July, both including invisibles, totalled $209 million and $191 
million, respectively, giving a favorable balance of $18 million. 
When compared with June (favorable balance: $11 million) 
receipts from exports increased by $7 million, while pay- 
ments for imports decreased by $6 million. On the “in- 


visible” account, revenue from procurements by UN forces 


amounted to $62 million, ($8 million more than the pre- 
ceding month) and the revenue acquired from MSA wheat 
totaled $13 million. But payments of interest for Japanese 
bonds abroad offset the favorable balance and the net re- 
ceipts on the invisible balance receded by $6 million from 
the previous month. Here are excerpts from Bank of Japan 
statistics (in parentheses are the figures for the preceding 
month). 


As a result, stocks in the hands of main pro-. 


US$ millions 


July Exports 


Traders’ export Miahacatieds certified in July by au- 
thorized foreign exchange banks amounted to US$t39 mil- 
lion, which is the highest record since March, 1952, and 11% 
better than the previous month. This figure represents a 
42% increase over that of July, 1953, and 36% over the 
monthly average of last year. Amounts for different areas 
were as follows: $49 million for the dollar area, $49 million 
for the sterling area, and $40 million for the open-account 
area. Compared with June, these figures showed an ad- 
vance of 20%, 6%, and 9%, respectively. This favorable 
trend in exports was attributed to the following: (1) Since 
the signing of the Japan-UK Sterling Payments Agreement 
in. January, 1954, Commonwealth countries have partially 
relaxed their import restrictions on Japanese goods. (2) 
Export to the dollar area improved in July. with more 
general merchandise for the: United States, and more cotton 
goods for Mexico. (3) Despite the restriction on export 
to Indonesia actual exports to that country did not shrink 
much during the month due to obligations of old contracts. 


During the month cotton goods topped the export list 
(20.3% of the total), followed by machinery, iron/steel 
products, chemical fiber, food and beverages, and sundry 


goods. Detailed figures are shown below: 
July Jan.-July 

| M % $1M % 
48.978 ( 35.3) 269.757 ( 31.4) 
Open Account abort ees 40.227 ( 29.0) 312.514 ( 36.4) 
28.175 ( 20.3) 186.764 ( 21.7) 
Animal & Vegetable. ........ 1,368: 12.2965 ( 1.4) 
§.408 (° 3.9) 40.923 ( 4.8) 
1.883 1.9) 11.692 ( 1.4) 
Non-Metallic Minerals ......... 6:772. 4 4:33 40.571 
4.141 ( 8.0) 25.623 ( 3.0) 
17.266 ( 12.4) 102.156 ( 11.9) 
10.100 ( 7.8) 55.8384 ( 6.5). 


Pearl Trade 


The price of pearls recovered to the normal level after 


-recent declines and dealings of pearls on domestic market 


turned more active. At a recent tender held in Ujiyamada 
City, Miye Prefecture, Y56 million were quoted for 48.5 
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Tightened Loan Control: 
Board decided to lower the adjustment rate in the applica- 
tion of higher graduated rates on its advances to banks from 
the present 90% to 70% effective from October 1. It 
shows how the Bank looks at the present stage of defla- 
tionary developments, at the same time that it means 
the Bank’s determination to go on steadfastly with the 
tight money policy hitherto pursued. It is estimated that 
fiscal operations in the third quarter of the present fiscal 
year will result in net disbursements of some Y230,000 
million of Government money, or Y60,000. million greater 
than the amount in the same period last year. Should 
such excess payments boost the people’s spending power or 
funds thus accumulated in the banks be loaned out to help 
stockpiling goods, all deflation efforts thus far made would 
be nullified. Hence, this gesture at this juncture to ex- 
press the unchanged policy of the Bank of continuing to 
absorb redundant funds out of the market, and to strengthen 
the incentive to save on the part of the public as well. 


Budget fer Fiscal 1955: It is the fixed basic policy 
of the Government to formulate next fiscal year budget 
within the Y1,000,000 million framework, and in fact taxes 


and other revenues may even fall below Y990,000 million, 


it is feared, as an effect of deflation. On the other hand, 
there are many factors calling for increased Government 
spending, which have to be dealt with in the 1955 budget. 
For example, because of the business recession more ex- 
penditures will be needed for social security measures 
including the relief of the unemployed, while natural in- 
crease in the number of primary school children will add 
to the Government’s costs for compulsory education. The 
defense cost shall have to be increased depending upon 
the outcome of negotiations with the United States, although 
the Government is presently hoping to meet the increased 
cost for the defense by slashing Japan’s share of the U‘S. 
garrison forces expenses in this country. There has also 
to be reckoned possible increase in expenditures in connec- 
tion with the “Restoration of Peace” with the progress of 
reparations payment talks with the Philippines and Indo- 
nesia and negotiations with the U.S. on Japan’s payments 
for GARIOA aid. How to provide for these expenses and 


kan (one kan is about 8.333 lbs.). Efforts contributed by 
dealers and producers to normalize the price; monetary 
aids from the. Central Bank for Commerce and Industry 
(loans of Y100 million each month up to Y400 million in 


ECONOMIC LETTER FROM TOKYO 


The Bank of Japan’s Policy 


} 


total for June-Sept. period); and the seasonal rise of price. 


“were responsible for the recovery. Big dealers received 
more orders from overseas. One dealer recently received a 
$750,000 order from the U.S. while another negotiated 
orders from Canada. 


Taxis in Tokyo 


There are 2,300 taxi companies running 41,000 cars 
which is 40 per cent of the total passenger automobiles in 
“operation. Until a year ago, there was a shortage of taxis. 
Since autumn last supply of cars to taxi companies in- 
creased. In Tokyo 12,000 cars are in service operated by 
300 taxicab companies. Small size European cars make 
Y8,000 a day while big cars can hardly earn Y1,000. Pas- 
sengers are attracted by the lower fare offered by small 
cars. Big taxis would have to reduce their rates to attract 
more passengers. 


a point Y200 lower than 


or Y161 above the recommended Y9,557. 


Chief of the Burmese Mission, on Japan’s reparations pay- 


and services will be supplied in reparations or what sort 
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make beth ends meet is the problem for the ‘Finance 
Ministry. 


Balance of Payments: Balance of payments position 
has so much improved lately that, contrary to an earlier 
estimate by the Government of $99 million deficit for the 
current fiscal year, international accounts are now expected 
to almost balance. When drawing up the foreign exchange 
budget for fiscal 1954 in last March, the Government esti- 
mated imports to reach $2,000 million—about 20% lower 
than fiscal 1953. But actually, out of $1,050 million foreign 
exchange assigned for imports in the first half-year; $100 
million remained unspent, due to the dwindling—demands 
for imported goods apparently as an effect of the “deflation 
policy. This trend is expected to continue in the latter 
half, and the Government now believes that imports during 
the current fiscal year would amount to around $1,885 
million, below the initial estimate of $2,000 million. While 
income from the U.S. spending in Japan will likely drop 
to $582 million as against the originally estimated $715 
million, exports are expected to rise to $1,397 million or 
$100 million more than the original estimate. 


Price of Rice: The basic price of new crop rice was 
fixed at a point Y200 higher than Y8,920 per “koku” as 
recommended by the Rice Price Deliberation Council, an 
advisory organ to the Government, and the per “koku”’ 
bounty for rice delivered in excess of the fixed quota at 
he recommended .Y1,480. The 
take-home price for farmers will be—Y9,718 per “koku” 
This upward re- 
vision will necessitate an added expenditure of Y4,186 million 
from the State coffer over and above Y9,300 million re- | 
commended by the Council. 


Reparations Accord with Burma: After more than a 
month’s negotiations an agreement was reached on Septem- 
ber 24 between Foreign Minister Okazaki and Kyaw Nyein, 


ments and economic cooperation between Japan and the ~ 
Union of Burma. The total amount of reparations will be 
200 million U.S. dollars payable in 10 years, in addition 
to $50 million which is to be paid also over a period of 
10 years for Japan-Burma joint enterprises. Of this latter 
some $20 million is to advanced to the Burmese Govern- 
ment as a long term loan. Just what sort of materials 


of enterprises will be jointly undertaken depend upon - 
future negotiations between the two countries. Presumably 
reparations. will be in such fields as development of hydro- 
power sources, rehabilitation of railways, ports and docks, 
agricultural improvement, steel making and exploitation of © 
mines, while the joint enterprises may include manufacturing 


of paper, fertilizer, caustic soda, chemical fiber, and alu- 
minum. 


Japan is now considering to set up a Reparations Board, 
while there is a move among the business circles to establish 
an investment company or an investment committee to pro- — 
mote the Japan-Burma joint enterprises. The fact that 
the reparations agreement has at last been initialled by 
the representatives of the two nations has made a favourable 
impression among the business circles, as it may pave the 
way for opening reparations talks with other East-Asiatic 
countries. Particularly the move towards economic co- 
operation is hailed as a means to strengthen the economic 
ties among the East-Asiatic countries in the future. 
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OF HONGKONG 


_ (Reprinted from the Annual Report of Hongkong 1953 by special permission ef the Hongkong Siwesaiaaiits 


Utilization and Tenure 


Land Ownership. All land in the Colony is held on 
leasehold tenure granted by the Crown and with one or 
two rare exceptions, such as some of the existing holdings 
of the Naval and Military authorities and the Saint John’s 
Cathedral compounds, there is no freehold tenure. 


In the early days of the Colony, leases were granted 
for 75 years, 999 years or 99 years. The present practice 
is for leases to be granted for a period of 75 years, renewable 
for one further term of 75 years at a re-assessed Crown 
rent. In the New Territories, in order to coincide with 


- the period of the lease from China, which expires on 30th 


June, 1997, Crown leases are conventionally expressed as 
being for a term of 75 years from the lst of July, 1898, 


' renewable for a further term of 24 years, less the last 


three days. 


In recent years, certain groups of the 75 year Crown 
leases granted in the early years of the Colony, such as rural 
building lots, in the Victoria Peak district, and Kowloon 
inland lots on the mainland, have reached the expiry dates. 
Public statements of Government’s policy in regard to the 
terms and conditions gpon which new Crown leases would 
be granted were made in 1946 and 1949. Terms and con- 
ditions for the grants of new leases have already been 
agreed in a large number of these cases, and other leases 
will become due for renewal in rapidly increasing numbers as 
further categories fall due. A further statement in 1952, 
intimated that Government would be prepared to pay ex- 
gratia compensation for buildings lawfully erected on certain 
Kowloon inland lots, the leases of which could mot be renew- 
ed owing to town planning requirements, and provision is 
made for possession of such lots to be retained until the land 
is required by Government. During the last financial year 
the revenue from renewal of this type of lease was $610,495. 


It is Government policy to sell leases to the highest 
bidder at public auction, but in certain ingtances land neces- 
sary for public utilities is sold by private treaty. It has 
also been the policy to sell land for schools, clinics and cer- 
tain other charitable purposes by private treaty at prefer- 
ential rates varying from a purely nominal figure up to 
market value. 


The revenue obtained during the financial year 1952/ 
53 from the sale of land by auction amounted to $1,869,000 
while that arising from sale by private treaty, extensions of 
area and grants in exchange was $2,949,000. 


In order to encourage home building private treaty 
sales, to individuals and to development companies, were 
introduced for a short period but the results were some- 
what disappointing and have now given way to various 
schemes for the grant of land at roughly half the market 
value for the erection of workers’ flats. In addition, two 
sites amounting to roughly five acres have so far been made 
available to two Housing Societies, and plans are in hand for 
providing considerably greater areas for the building of 
permanent low cost housing. 


Government policy concerning the sale or grant of 
Crown Land is governed by the present scarcity of all types 
of land. In order to ensure that available Crown Land is put 
to the best possible. use all sales or grants are subject to 


a covenant to develop the lot within a reasonable period, the 


Crown Copyright Reserved 


amount of expenditure depending on location and type of 
development allowed. Due to the shortage of land, it has 
been found difficult in recent years to meet the requirements 
for schools, clinics, children’s playgrounds, and other public 
purposes, but Government has carried out an up-to-date 
survey to facilitate the distribution of available resources 
to the best possible use. 


In addition to the covenant providing for development 


within a set period, leases also contain clauses controlling 


the use to which the land shall be put in accordance with 
planning requirements and providing for the payment of an 
annual crown rent which is, however, relatively low compared 
with the economic annual value. Until the lessee has fulfilled 
the building covenant he is not permitted to sell or mort- 
gage property, but once he has fulfilled this convenant he is 
free of these particular restrictions, except where land has 
been sold by private treaty at preferential rates. In this 
instance, the lessee is required not to dispose of the pro- 
perty and if he ceases to yse it for its authorized purpose, 
it reverts to the Crown. 


It will be seen that the basic principle behind the dis- 
posal of Crown Land is that the maximum use shall be made 
of it either industrially, or for the provision of the greatest 
possible amount of living space. Where it is not possible 
to dispose of land immediately, because public services are . 
not. yet available or where a site is reserved for some future 
purpose, which cannot be implemented until later, the land 
is not “held out of use’ but is granted on a temporary 
annual licence. Some 6,000 such licences for land are in 
current issue and this particularly facilitates the development 
of small industries. An annual revenue approaching $3,000,- 
000 is obtained from these licences. 


New development programmes generally involve the re- 
sumption of small agricultural lots and in general it is the © 
policy of Government to pay cash compensation for such 
resumptions, although in certain circumstances other land 
is granted in exchange. Most of these agricultural lots are 
used for market gardening and are situated in the remoter 
parts of the Island and on the fringe of New Kowloon. In 
the New Territories, there is a considerable area of paddy 
fields, cultivated largely by tenant farmers, but there is a 
constant trend towards the encroachment of industrial and 
other development on this agricultural land. 


Land Utilization 


Almost 16% of Hongkong’s 391 square miles of terri- 
tory has been developed for agriculture and livestock rais- 


ing, and cropping is being extended by terracing the gentle 


slopes of valleys and the lower shoulders of steeper hills. 
Cultivation can be further extended on the island of Lan- 
tau and elsewhere, by- terracing, where water can be made 
available for irrigation. By improving irrigation, large scale 
of downlands can be made to support a second crop of rice 
and by drainage and the exclusion of sea water, low yield- 
ing salt water paddy varieties can be replaced by high yield- 
ing fresh water varieties and vegetables. 


The limit of agricultural development will not be known 
with certainty until the land utilization survey is completed. 
The countryside consists mainly of mountains and hills, the 
more gradual slopes of which are covered with grass, ferns 
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and sparse pinewood, and the rocky ravines with evergreen 
trees and dense thorny scrub. Forest surveys and the ex- 


perience gained over a number of years on afforestation by — 


the Forestry Division of the Department of Agriculture, 
Fisheries and Forestry, make it evident that large areas of 


the Colony can be satisfactorily planted up to forests. ‘As. 


pointed out in the forestry section, major developments in 
afforestation have been planned and will constitute the major 
form of land utilization. 

There are very few farm holdings in excess of 5 acres 
which are owner operated. Most of the agricultural land 


is intensively cultivated by thousands of small holders on 


1 to 5 mows (1 acre=4.8 mows) for vegetables, and from 
5 to 15 mows for,rice. A 1952 estimate of the area under 
crop and orchard is set out in the following table:— 


Paddy Vegetables Orchard Miscel- Abendoned ‘Total 
laneous Cultivation 
Acres iéca eee - 2,400 1,300 3, 400 2,200 31,000 


Latest figures indicate, however, that ~ will have to be 
revised to about 40,000 acres. 


For successful farming in the New Territories every 


advantage must be taken of water supply; in some areas 
this is a critical factor. The average rainfall of some 80 
inches falls mainly in the summer months on catchment 
areas, which descend steeply on to the narrow lowland farm- 
ing plains. The run-off from low and sparsely covered hills 
amounts to as much as 70% and considerable ingenuity has 
been displayed by Chinese farmers in conserving and dis- 
tributing water to their small holdings. Under a grant 
from Colonial Development and Welfare funds a special 
irrigation unit of the Public Works Department has been 
set up to investigate water supply problems, following which 
work is proceeding to improve local conditions by strengthen- 
ing and sealing irrigation channels, improving’ diversion 
channels and developing well water supplies. Existing dams 
are being strengthened and improved and new schemes for 
damming water supplies on the higher narrow valleys are 
being investigated. Of considerable importance is the new 
forestry policy which is designed to afforest catchment areas 


and steep hillsides and restrict the rapid run-off of water 
supplies. 


Agriculture 


The principal crops of the Colony, grown for local con- 
sumption, are rice and vegetables. Fruits, including papaya, 
pineapple, bananas, lychees, lung-ngan, guava and citrus, 
such as oranges, lemons, pomelos and the Chinese mandarin, 
are grown in small quantities. Fruit production suffered 
heavily during the Japanese occupation of the Colony and 
_ practically all orchards were ruined by cutting out or neg- 
lect. Fruit growing is being restored and the citrus in- 
dustry is capable of expansion to meet the steady demand of 
a large market. On land unsuited to rice other crops such 
Aas sugar cane and groundnuts may be grown and during the 
winter a large quantity of sweet potatoes are produced for 
pig food. 

With the ban on the export of Chinese products to the 
American market local farmers have developed a few export 
crops such as water chestnuts and prepared vegetable and 
fruit products. In terms of available land area and the 
increasing demand of a large local population for home 
grown foods, there are obvious limits to such developments. 
This new business has, however, brought ready cash to the 
rural areas and broadened the economy cf subsistence farm- 
ing. 

Rice. This is the staple food of the Chinese and has 
been grown by settlers from early times. The Chinese are 
adept at the cultivation of the crop and varieties and farm- 
ing techniques have been evolved to conform with the local 
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environment. Practically all the rent of farm land is paid 
in terms of paddy amounting ‘to about 1,600 lbs. of paddy 
per acre per annum, or about 40% of the total annual yield 
from the two crops. Much higher yields are obtained in 
more favoured areas by the use of selected seed of-the De- 
partment of Agriculture, Fisheries and Forestry. 


Fields dependent on rain, and swamps irrigated with 
brackish water may produce only one crop \of rice annually; 
irrigated fields yield two crops each year. Latest estimates 


show that about 23,000 short tons of milled rice are grown’ 


annually in the New Territories. This represents about 


one month’s supply of the total annual consumption » of the 
Colony. \ 


Vegetables. It is estimated that. vegetable farmers and 
rice farmers who crop vegetables following the second rice 
harvest produce about three fifths of the Colony’s vegetable 
requirements. During the winter months a wide range of 
European type vegetables are grown bringing a much needed 
supply of fresh food to the local markets. During the sum- 
mer months, the range of vegetables is limited and Hong- 
kong is then dependent to a much greater extent on im- 
ported supplies. The varieties, quantities and value of the 


business are set’out in the marketing section. 


Water Chestnuts. This crop was extended from some 
84 acres in 1952, to 700 acres in 1953, and yields up to 
60 piculs per dau chung (0.16 of an acre) in favoured areas. 
The average yield is about 30 piculs per dau chung and the 
The crop is grown under the 
same conditions as paddy and has supplanted the second rice 
crop to the extent of the acreage recorded. The crop is 
grown primarily for processing and gxport to the United 
States of America. | 
Farming Methods and Organization. Farmers. either 
raise vegetables for the local market or grow rice for sub- 
istence, rent and cash for surplus production. Vegetable 
re et is conducted on very small holdings of a few mows, 
cultivation is intensive and labour is from family sources. 


Rice is produced on somewhat larger holdings by families for 


subsistence, either as independent holders or as sub-lessees. 
Most rice farmers supplement their incomes by growing 
vegetables on a portion of the area after the harvesting of 
the second crop of rice. 


Where supplies of irrigation water are adequate two 
crops of rice are grown. Within recent years a portion of 
the area following the first rice crop is set aside for the cul- 
tivation of water chestnuts and the remainder goes down to 
second rice crop varieties. 


Following the second crop of rice, vegetables are shane. 


ed up if soil and water conditions allow; otherwise the land 


is left fallow. Where water supply is inadequate, for reasons 
of transport and other marketing difficulties, sweet potatoes, 
peanuts, soya beans and a small ‘quantity of sugar cane are 
cultivated. Peanuts grow well on the red hillside and upper 
valley soils and certain varieties of sweet potatoes do well 


in sandy coastal soils during the dry period. 


All farmers raise a few chickens and fatten weaners to 


porker weights and several cultivate the local mushrooms by | 


time-honoured and satisfactory Chinese methods. 


The intensity of cultivation with short fallow periods 
following a succession of crops puts a big, drain on the fer- 
tility of naturally poor soils. Production is maintained by 
skill im the use of' artificial fertilizers, nightsoil, wood ashes; 
bone meal, soya bean or peanut cake, duck feathers, dried 
animal manure and a little compost. The use of artificial 
fertilizers is increasing and the collecting of matured night- 
soil from the urban areas and its distribution to the farm- 
ing areas has been organized on a thoroughly satisfactory 
basis. Investigations on the use of city garbage for the 
manufacture of compost are being undertaken by the Urban 
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Services Department and Department 


of Agriculture, 
Fisheries and Forestry. 


Processing. Several factories are concerned with the 
processing of water chestnuts, soya bean sauce, bean curd, 
fruit sauces, dried vegetable products and other preparations 
of the Chinese dietary for local consumption or export to 
overseas markets : 


Marketing. The marketing of vegetables is conducted 
by the Wholesale Vegetable Marketing Organization which 
is a semi-official organization under the control of the Direc- 
tor of Marketing. It is intended in due course that producers 
shall be in complete control of vegetable marketing through 
their co-operative societies. Co-operation and marketing are 
discussed in detail at the end of this Chapter. 


Agricultural Conditions in 1953. Weather conditions 
were optimum in the early part of the season and yields for 
the first rice crop were well above the average. A drought 
period in the early days of the second rice crop followed 
' by typhoon periods lowered yields a little below the average. 
The ‘second rice crop and water chestnuts in exposed areas 
suffered damage from flooding and salt water. An outbreak 


of army worm, just before the harvest of the second rice 


crop, assumed serious proportions but was successfully con- 
trolled. The unusual weather towards the close of the year, 
of alternate cold and warm spells, has had some effect on 
vegetable and flower production but on the whole farmers 


. have had a fair to good year with reasonable prices for most 
farm produce. 


Animal Husbandry 


All the best land is devoted to high yield per acre food 
crops and the hill country is too steep for grazing and too 
small in area to support grazing animals. In consequence, 
there is very little dairy farming and beef and sheep are not 
raised in the Colony. Local cattle are bred and used for 
draught purposes, for ploughing and cultivation but not for 
transport. The local cattle are small, compact and hardy 
beasts, highly suitable for work on the small terraced fields 
of the Colony. Considerable numbers of pigs and poultry 
are raised on farms or by special breeders and the breeding 


of ducks, geese, turkeys, rabbits and quail is on the increase, - 


Important livestock numbers as recorded on the 31st Decem- 
ber, 1953, were:— 


Dairying. There is one large dairy farm and several 
smaller ones which keep imported dairy cattle for fresh milk 
production. The breeds are mainly Holstein, Ayrshire, 
Guernsey and Jersey and the animals are stall fed and rarely 
leave their. byres. Production is maintained by the feeding 
of imported food and concentrates supplemented by locally 
grown guinea grass. All animals are tested for freedom from 
tuberculosis and are inoculated against other bovine diseases. 


Pigs. Pork is an important item in the Chinese diet and 
a large percentage of local requirements is met by importa- 
tion. Farmers purchase weaners and rear them to porker 
weights but since 1947, there has been a steady and im- 
portant increase in pig breeding by both farmers and specia- 
list breeders. About 12% of the pork requirements is now 
produced in the Colony and despite many difficulties this can 
be greatly increased. Impfovements in animal husbandry, 
particularly breeding and feeding, disease control, the pro- 


vision of boar centres and organized extension work among 


farmers have assisted these. developments. 
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Minor Livestock Products. Large numbers of eggs are 
produced in the Colony by farmers and poultry breeders 
from both local and imported breeds of poultry, and there 
is a large demand for poultry meat which is being increas- 
ingly met. There is a large overseas demand for dried and 
smoked ducks and preserved eggs, and an extension of duck 
raising in the New Territories to meet this demand was an 
important development in 1953. 


The meat consumed in the Colony is mainly imported. 
Beef, especially, is expensive and is in any case not a tradi- 
tional item of the ordinary man’s diet. Pig and poultry 
farmers have been affected by a rise in price of feeding 
stuffs during the past-year but, in spite of this, pig farming 
remains an important industry in the Colony. 


All major animal diseases were kept firmly in check by 
the combined efforts of the Veterinary and Animal Hus- 
bandry staff. 


Agriculture and Animal Husbandry | 


The Agricultural and Animal Husbandry Division of the 
Department of Agriculture, Fisheries and Forestry was 
formed in 1946, and its growth has been rapid and its in- 
fluence has extended to all parts of the Colony. There are 
nine agricultural stations situated at Tsun Wan, Sheung 
Shui, Tai Po, Shatin and Sai Kung on the mainland, and 
at Silver Mine Bay on Lantau island. During the year, an 
additional small station was opened at an elevation of 1,500 
feet on Mount Tai Mo Shan. 


P These small stations are the district headquarters of 
agricultural officers concerned with extension duties and the 
demonstration of improved agricultural and animal hus- 
bandry techniques. Regular monthly meetings are held with 
farmers to discuss farming problems and from these stations 
seed, stock, fertilizers, insecticides and farming information 
are distributed. 


The district agricultural stations have become the cen- 
tres of the district farming scene and are exerting a growing 
influence with farmers and educationalists. Of great im- 
portance are the organized visits of school children and lec- 
ture sessions on local agricultural and animal husbandry __ 
topics, arranged by departmental officers. 


Irrigation work is confined to the main station of some 
50 acres at Ki Lun Wai, Castle Peak, and the pig and poultry 
station at Sheung Shui. At Ki Lun Wai most of the agrono- | 
mic work, seed selection and variety trials with rice and 
vegetables are conducted on eleven acres of paddy land and. 
four acres of vegetable land. Work on pure-bred livestock 
and horticultural studies ig also undertaken here. 


On the pig and poultry stations, studies have been pro- 
gressing for some years on the crossing of various breeds 
of imported boars with local sows, and the crossing of 
imported pedigree breeds of poultry with the local Cantonese 
hen. This work has now reached the stage of clear cut ex- 
tension programmes. readily acceptable to farmers. 


The local swine are prolifie breeders, hardy and more 
resistant to common diseases than imported stock. They 
lack, however, in other respects, but selected types bred to 
Berkshire and Middle White boars produce quick growing, 


hardy offspring of desirable characteristics acceptable to the - 


trade. 


Work is nearly complete on the production of a desir- 
able cross with the local Cantonese hen. This work was 
designed to produce a fast-maturing hybrid suitable for the 
local market. 


The animal disease control section of the division is well 
organized and has an outstanding record in the control of 
endemic diseases and major outbreaks. This work has been 
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the dual responsibility of the Director of Agriculture and 
the Veterinary staff of the Urban Services Department. It 
is proposed, in 1954, to transfer the Veterinary staff as a 
separate division under the control of the Director of Agri- 
culture, Fisheries and Forestry. 


Forestry 


Forestry services are organized in a separate division 
under the control of the Director of Agriculture, Fisheries 
and Forestry. 


The land area of the Colony is small and with such a 
large population it cannot be self supporting in timber and 
other forest products. The purpose of forestry in Hong- 
kong is not, therefore, production but rather protection of the 
soil and water supplies. Before the war quite considerable 
areas of forest had been established on the Island and in 
various areas in the New Territories, and most of the road- 
sides had been planted with ornamental and shade trees. 
During the hostilities and Japanese occupation nearly all the 
forest and many of the roadside trees were destroyed and 
since 1945, the Forestry Division has been trying to make 
good the damage by replanting. Early in 1953, however, 
it became apparent that much of this replanting work had 
been completed and that the time had come to plan affore- 
station of new areas. At about the same time, the Tai 
Lam Chung Reservoir scheme was started and it was im- 
portant to consider afforestation of the new catchment area 
of this reservoir. It was a convenient time to review forest 


conditions. in the Colony and to make plans for the future. 


Agricultural land, mining areas, towns and residential 
areas only account for a small area of the land area of the 
Colony and it has been estimated that nearly three-quarters 
of the land area is hill land, mostly grass covered but with 
occasional areas of scrub forest in the ravines and valleys. 


Local villagers make some use of the more accessible areas 


for grazing, grass cutting and, to*some extent, for growing 
pine trees but generally the land is not fully or properly 
used. Grass cutting and fire gradually destroy the vegeta- 
tion and lead to soil erosion, floods and silting of agricultural 
land and reservoirs. With insufficient cover the soil be- 
comes hard baked and incapable of absorbing the heavy 
summer rainfall, so that the reservoirs become quickly filled 
during flood periods and much valuable water is lost over 
the dams. Then, in the dry season, as there is no reserve 
of water held in the soil, the small streams soon dry up and 
water shortages are common. Forestry can make use of 
this waste hill land and has the advantage of protecting the 
soil and safeguarding water supplies, in addition.to producing 
timber and fuel for the local markets. Bearing in mind 
these considerations a new forest policy was drafted during 
the year and was accepted by Government in November, as 
the future policy of the Forestry Division. The most impor- 
tant outcome of the new policy is that afforestation of the 
catchment areas and waste hill lands will be carried out 
more extensively and during the next five years it is planned 
to plant 1,000 acres a year. In addition help and assistance 
will be given to the villagers throughout the New Territories 
to plant and manage their forestry lots. 


At the same time as these plans for future forestry 
work were being drawn up, actual afforestation work was 
being carried out and over 300 acres of new plantations 
were formed during the year, mostly in the water catch- 
ment areas. In the new catchment area at Tai Lam Chung 
the most urgent need was to establish forest on the badly 
eroded areas. Work had been started in 1952, by seeding 
pine over all the barren areas. The results of this were 
fairly good and millions of pine seedlings were successfully 
established, but they were not evenly distributed as the seed 
had often been blown off the barren ridges by wind, or 
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washed away by torrential rain. During 1953, several hun- 
dred thousand pine seedlings were planted in these blank 
areas, but large areas still remained to be treated. In grass 
areas, Eucalyptus plantations were formed and have been 
very successful. Considerable areas were also planted in the 
catchment area of the Jubilee reservoir at Shing Mun. A 
number of subsidiary nurseries were started in several of 
the forest areas and very large stocks of plants raised for 
planting in 1954. 


In the Sai Kung area the scheme of assistance to vil- 
lage forestry was continued. Under this scheme the vil- 
lagers are helped to form plantations for their own use. Seed 
and plants are provided but the planting is done by the 
villagers themselves supervised by the staff of the Forestry 
In this way the villagers are gradually being 
taught sound forestry practice. The plantations, however, 
belong to the villagers who are responsible for their pro- 
tection and maintenance. This scheme of assistance is to 
be extended in future years and it is hoped that it will lead 
to the establishment of well managed village plantations 
throughout the New Territories. During 1953, a number of 
model plantations were started in convenient centres for 
demonstration purposes and afforestation of the village lots 
was continued. 


Protection of the plantations and forest areas from 
damage by fire and illegal wood cutting is a considerable 
problem. ‘Forest guards are stationed throughout Hongkong 


and the New Territories to patrol the hillsides and to pre- 


vent illegal woodcutting. It is almost impossible to prevent 
the outbreak of fires, but an attempt has been made to 
prevent the risk of fires in plantations by the construction 
of firebarriers. In addition, look-out posts have been esta- 
blished from which fires can easily be spotted, so that they 
can be extinguished with the least possible delay. The pre- 
valence of illegal woodcutting is closely linked to the de- 
mand for fuel and illegal cutting is usually at its worst 
in the winter months when the price of fuel is high. During 
the year, there was a marked improvement in the situation 
as supplies of imported fuel were abundant and the price re- 
mained low. As regards fire, it was an exceptional year, as 
a number of wet periods in November and December, which 


are usually the driest months, greatly reduced the fire risk 


and few serious fires occurred. 


Fisheries 


Fisheries technical and administrative services are or- 
ganized as a separate division of the Department of Agri- 
culture, Fisheries and Forestry. 


Salt water fish is the main primary product of Hong- 
kong and the Colony’s fishing fleet is probably the largest of 
any in the Colonial Empire. It is estimated that nearly 
6,000 fishing craft, manned by a seafaring population of 


52,000, are operating from the various ports and fishing 
centres of the Colony. 


Except for ten Japanese type trawlers, owned by fishing 
companies, the fishing fleet of Hongkong is made up entirely 
of owner-operated Chinese :junk wre vessels, built locally 
from imported timbers. 


The fishing grounds of the Hongkong fishermen extend 
to 116° Longitude East and 19° Latitude North and include 
inshore waters along the China coast. 


As the majority of deep-sea fishing vessels are sailing 
craft, fishing operations are affected by the typhoon season 
from June to October. Fishermen are reluctant to venture 
far with sailing vessels from sheltered harbours during this 
season and devote much of this period to the annual overhaul 
and repair of vessels and gear, 
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- Director of Agriculture, Fisheries 


October 21, 1954 


The production of fish in 1953, amounted to some 
21,439 tons compared with 34,448 tons in the 1952 season. 
This decrease of approximately 3,008 tons was due mainly 
to unfavourable weather conditions and an unusually bad 
fishing season in the second half of 1953. 


During the year, several events occurred which have an 
important bearing on the progress of the industry. A 
fisheries policy was approved for the Fisheries Division of 


_ the Department of Agriculture, Fisheries and Forestry and 
the staff of the division has increased from 8 officers to 20 


technical officers and professional fishermen. A 30 ft. 
modified junk, mechanized with a 10 hp. diesel engine and 
with a power-operated deck winch, was built and is operat- 
ing as a demonstration, training and survey vessel. The 
Fisheries Research Unit, attached to the Zoological Depart- 
ment of the Hongkong University, was established during the 


year and a 60 ft. fisheries research vessel, the ‘Alister 


Hardy’’, was launched in November. Plans for a model purse 


- seiner, to be built from Colonial Development and Welfare 
funds, are well advanced. 


It is hoped to launch this vessel 
during 1954 and that it will supply the need for a more 
modern type purse seiner which can be built in local Chinese 
shipyards. A Fishing Junk Mechanization Exhibition was 
held in February to demonstrate and explain the benefits of 
mechanization and the credit facilities available to fishermen 
from local engine importers. Towards the close of the year 
a scheme of loans to fishermen, under the control of the 
and Forestry, was ap- 


proved by Government. A loan of $800,000 was made avail- 


able for this purpose sig Colonial Development and Wel-. 


fare funds. 


All these activities have resulted in the mechaniza- 
tion of 116 fishing vessels, as compared with 8 in 1952. By 
the end of December, 1953, the number of mechanized fish- 
ing vessels in the Hongkong fishing fleet was 254. 


It is worth recording that during the year numerous 
inquiries were made by local fishermen concerning the pos- 
sibility of replacing the traditional junk by a more efficient 
and modern type of vessel. The model purse seiner referred 
to above will partly fill this need but plans are being current- 


_ ly investigated for a smallér type of inshore fishing vessel to 


meet the demand of fishermen. 


Fish Ponds, Oyster Beds and Fish Fry. Fish farming in 
the New Territories involves about 500 acres of fish ponds 
with an annual production of about 300 tons of carp and 
mullet. Experiments continued in an endeavour to introduce 


carp rearing in paddy fields. Fish fry export by air, which was | 


introduced by the Fisheries Division, has reached the stage 
when it can now be handed over to private enterprise. Oyster 
farmers have increased their activities during the year, fol- 
lowing the inclusion of oyster and oyster products of Hong- 
kong origin on the list of — allowed into the United 
States of America. 


Further statistical data on the fishing industry is in- 
cluded in the marketing section, later in this chapter. 


_ Mines 


Before the war mining leases were granted for periods 
up to seventy five years. Both these and prospecting licences 


- have, however, been discontinued pending the introduction 


of new mining legislation and temporary licences valid for 
six months are being granted. Royalties are payable at the 
rate of 5% of the f.o.b. price Hongkong. 


Apart from one pre-war European company, mining is 
carried on by local Chinese companies operating principally 
iron, lead and wolfram mines. Their production is all ex- 


ported; iron ore to Japan and Formosa, lead ore to Europe 
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and the United Kingdom, and wolfram concentrates to the 


United States of America. There are no procesing plants in 
the Colony. Marketing of products is on contract c.if. terms 
and prices are paid on United States or European metal 
quotations. The Mines Sub-Department of the Labour De- 
partment was started in October, 1951. It is composed of 
the Superintendent of Mines, Assistant Superintendent of 


Mines and an Assistant Inspector of Mines, under the gen- 


eral control of the Commissioner of Labour. The initial 
policy of the Mines Sub-Department has been to control 
illicit mining and prepare a modern set of mining laws and 
regulations. Every effort is being made to introduce ma- 
chinery and mechanize existing mining companies, and the 
importation of mining machinery has been facilitated. The 
following table, shows the Colony’s output of minerals for 
the year :— 


Type of Mining Minerals Production Value 
Open cast Clay 5,933.75 tons $ 356,025 
Open cast Iron 123,200.00 tons 1,217,600 
Open cast Lead 644.60 tons 291,359 
Underground. Graphite ~ 200.00 tons 30,000 
Underground Wolfram (W0O3 65%) 313,721.50 Ibs. 2,494,827 
Underground Molybdenum 3,317.20 Ibs. 8,823 

Underground Tin 155.70 lbs. 662 

MANUFACTURING INDUSTRIES 
General. Although there have been industries in Hong- 


kong for many years, notably shipbyilding and repairing, 

which date from the nineteenth century, the present intense 
industrial development of the Colony started in the nineteen 
thirties when the introduction of Imperial Preference offered 
an opportunity to local manufacturers to enter Common- 
wealth markets successfully. Both world wars stimulated 
the growth of industries and the Colony produced not only 
goods no longer obtainable from former sources but also 
goods for which there was a suddenly increased demand from 
overseas. Thus, in the years 1939-41 locally built ships and 
military equipment formed a useful contribution to the 
United Kingdom’s war effort. 


All pre-war records of industrial production were lost 


during the Japanese occupation, but it is estimated that in 


1940 there were just over 800 registered and recorded fac- 
tories and workshops, with about 30,000 workers. Some 
500 of these factories were in Kowloon, the remainder on the 
island. The main industries were shipbuilding and repair- 
ing, rubber footwear, flashlights, weaving, knitting, metal- 
ware, enamelware and food products. : 


- The main industries from the point of view of em- 
ployment are cotton spinning, weaving, shipbuilding and re- 
pairing, metalware, printing and publishing, chemicals, flash- 
lights, rubber footwear, food products, and garment making. 
Industries established since 1945 include cotton and wool 
spinning, aluminium and brass rolling and stamping, egg 
packing, drinking straws, tapestries, woollen gloves, fire 
extinguishers, kerosene refining, rolled steel bars, gramo- 
phone records, electric irons, kettles and clocks, pressure 
lamps, plasticwares, silk screen ‘printing, and nylon knitting. 


Hongkong’s growth as an industrial centre was facili- 
tated by the flight of both capital and skilled labour from 
the Chinese mainland, in 1949. An important result has 


been the emergence within the Colony of industries catering 


in particular for the large markets of South East Asia. In 
1953, the products of local industry amounted to approxi- © 
mately 30% of the Colony’s total exports, and it is now 
evident that with the decline in its status as an entrepot, 
which has occurred since the outbreak of the war in Korea 
in 1950, the Colony can support its greatly swollen popula- 
tion only by developing its industries and finding new markets 
for its products overseas. 
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The year was marked by restrictions on trade imposed 
by China, Thailand, Indonesia, Pakistan and the United 
States, but despite this exports of Hongkong manufactured 


goods increased. Part of this increase is due to the inclu- | 


sion of a wider range of ldécal products in the recorded 
statistics. 


Hongkong was again represented successfully at the 
British Industries Fair where 560 inquiries from visitors 
from 3 countries were recorded at the Colony’s stand. 
Hongkong products were also shown by the Chinese Manu- 
facturers’ Union in exhibitions at Singapore, Djakarta and 
Utrecht, and in the Philippines and Formosa. A few fac- 
tories participated individually in the Seattle Trade Fair. 


The 11th Exhibition of Hongkong Products, sponsored 
by the Chinese Manufacturers’ Union, was opened on 14th 
- December, by the Governor. This was the largest of the 
annual exhibitions so far, with 522 stall units. Notable in- 
novations were a general display stall, a reception bureau 
or overseas visitors, and a competition for the best stall 
display, which had a marked effect in raising the standard 
of presentation of exhibits. A new item of special interest 
was electric clocks, which are now manufactured in the 


Colony. For the first time in the history of these exhibitions © 


attendance exceeded one million. 


The Department of Commerce and Industry is respon- 
sible for promoting industrial development. and handicrafts 
in the Colony. A Trade Development Division was set up 
in the department during the year to stimulate trade pro- 
motion. Consideration is being given to the question of pro- 
viding new industrial sites in the Colony, in particular in 
connexion with the development of new resettlement areas. 


Handicrafts and home industries are not organized on 
a formal basis and receive no special encouragement from 
Government, but production is undertaken by a very large 
number of small concerns located in premises among wooden 
shacks in squatter settlements or tenament buildings. It is 
estimated that as many as 200,000 persons may be employed 
in these small domestic-type industries. | 


No special encouragement is given to industry by way 
of income tax and import duty concessions, other than that, 
apart from a few revenue producing duties, the Colony is a 
free port and that Government regulation of trade is kept to 
a minimum. The duty on locally manufactured beer is, 
however, less than that on imported beer. All businesses are 
required to register with the Department of Commerce and 
Industry under the Business Regulation Ordinance, 1952, and 
to pay a moderate annual fee for registration. No financial 
assistance has been given by Government towards the deve- 
lopment of industry or handicrafts. 


The vast majority of industrial concerns in the Colony 
are Chinese-owned and operated. 


Heavy Industries 


The rise of the shipbuilding and _ repairing industry 
followed rapidly upon Hongkong’s development as one of 
the world’s great ports. There is a total of twenty ship- 
building and repairing establishments in the Colony employ- 
ing among them some 7,000 workers, but the great majority 
of these are small concerns dealing with wooden vessels, 
lighters, launches, ferries, and other small craft. The indus- 
try is centred mainly on the Hongkong and Whampoa Dock 
Company Ltd., and the Taikoo Dockyard and Engineering 
Company Ltd. Together they are capable of producing 80,000 
tons of new shipping a year. Modern cranes and machinery 
enable them to apply the latest methods of construction to 
both welded and rivetted ships. Vessels up to 500 feet in 
length can be accommodated on the building berths. The 
list of vessels built in Hongkong embraces practically every 


by a similar ship in 1954. 
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type of craft afloat: yachts, motor launches, dumb lighters, 
tugs, river craft, inter-island coasters, and cargo and pas- 
senger liners of all kinds. 


The Taikoo Dockyard launched and completed a motor 
cargo and passenger vessel for service on the Malayan coast 
and a 2,000 ton deadweight motor cargo vessel.for Norwegian 
cwners, and launched a sister ship to the latter which will 
be completed early in 1954. In addition, this company laid 
the keel for a 6,500 ton motor ship which is to be followed 


Both companies also undertook engine building and 
ship-repairing. Currently under construction at Taikoo 
Dockyard are a.1,500 B.H.P.  Taikoo-Sulzer 
B.H.P. Taikoo-Doxford diesel engine. Castings of up to 
30 tons in weight can be handled in the foundries. Dry- 
dock facilities are now available in six granite dry-docks up 
to 787 feet in length, and in patent slipways capable of -ac- 
commodating vessels up to 420 feet in length and 4,000 tons 
displacement. There are two, stationary hammerhead cranes 
capable of lifting up to 150 tons. 


Other heavy industries in Hongkong are represented by 
16 iron foundries employing 400 workers and four mills for 


the rolling of iron and steel bars and rounds, which employ. 


about 800 workers. The bulk of production is _ utilized 


locally, but some is shipped to other South East Asian terri- 
tories. : 


Arrangements are now in hand by one factory for the 


setting up of a steel plant, in the Colony, for the melting 
of steel scrap obtained locally, into mild steel reinforcing 
bars for building construction and other purposes in South 
It is expected that this plant will provide em- 
ployment for at least one thousand workers. 


Light Industries 


A wide range of light industries exists in the Colony, 
manufacturing varied products of increasingly good quality. 


The most important of these industries are detailed below. | 


Textiles. The textile industry has grown enormously 
since 1948 and now employs the largest labour force in the 
Colony, estimated at over 30% of the total number of 
workers employed in registered and recorded factories. 
There are 13 cotton spinning mills in Hongkong, operating 
at present a total of 213,000 spindles and employing over 
10,000 workers. The addition of 45,000 more spindles early 
in 1954 is planned. The counts of yarn spun range from 
10s to 42s and can be supplied in single or multiple threads. 
Total output is about 7,200,000 pounds weight of yarn per 
annum, a large part of which is exported to Indonesia, Pakis- 
tan, Burma, South Korea, Thailand and the Philippines. 
Several of the mills have installed combing plants and have 
changed over to roller bearing spindles, in order to improve 
quality and to spin yarns of finer counts. Some of them 


are equipped for weaving, for which they utilize the latest 
type of automatic looms. : 


There are over 160 weaving factories in the Colony with 
a total of some 6,000 machines and 11,000 workers. The 
cloths produced are sheetings, shirtings, drills, matts, osna- 
burgs, cellular fabrics, checks and suitings. In addition con- 
siderable quantities of tapes, webbing, laces and other wares 
are also turned out. Exports are mainly to Indonesia, the 
Philippines, South Africa, Malaya, Thailand, Australia, the 
United Kingdom and East Africa. Three weaving companies 
are engaged in the production of brocaded silk goods for 


making up into housecoats, tea gowns, and other ready-made 
garments. 


In addition to 46 finishing factories employing 1,000 
workers, there are 273 knitting mills employing over 9,000 


workers and producing excellent articles of underwear and > 
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outer garments, swim-suits, gloves, socks_and ‘stockings, in 
silk, cotton and. woollen yarns. 


In 1953, exports of cotton piece goods were valued at 


£9,846,600; of cotton yarn at £6,259,800; and of textile . 


made-up articles at £9,912,100. 
Enamelware and other metal products. There are 20 


‘| factories, employing over 2,500 workers, engaged in the pro- 


duction of articles of enamelware. In addition there are 25 
factories making tin cans, 33 engaged in electro-plating, 4 
turning out aluminium ware, 5 producing vacuum flasks, and 
186 other factories making needles, nails and screws, hurri- 
cane lamps, brass and aluminium sheets, metal windows, 
umbrella ribs and other metalwares. The total labour 
force employed in this segment of local industry is over 
12,000. Exports, during 1953, of enamelled household uten- 
sils amounted to £2,762,100, and of household utensils of 
aluminium to £246,800. During the year a new stamping 
factory was opened for enamel utensils. 


Paint and Lacquer. Eleven factories with a total of 
400 workers produce high quality paints and lacquers for 
sale locally as well as overseas, the principal overseas 
markets being Malaya, Thailand, Burma and Formosa. Ex- 
ports, in 1953, amounted to 8,133,047 Ibs. valued at 


Foodstuffs and Beverages... There are 235 factories, 
with a total of over 5,000 workers, engaged in the food 
manufacturing industry. Of these-19 are concerned with 
the canning and preserving of vegetables and fruits, 8 with 
ginger, ‘66 with flour and rice milling, 30 with bean curd, 19 
‘with soy sauce and gourmet powder, 28 with bakeries ‘and 
‘confectionery, and the remainder with other food products. 
‘A total of 29 factories, employing over 800 workers, produce 
soft drinks, Chinese wine, beer and malt. Exports, in 1953, 
of foodstuffs and beverages were valued at £1 ,214,700. ‘ 


Electric Torches, Batteries and Bulbs. There are 31 
factories, with a total of over 4,000 workers, making electric 
hand torches; 8 factories, with a total of some 300 workers, 


making batteries; and 25 factories, with a total of some 700 


workers, making ‘pulbs. Another 7 factories, with some 200 
workers, were concerned with the repair of radios, the manu- 
facture or assembly of electrical appliances, and the as- 
“sembly of neon lights. Exports, in 1953, of electric torches, 
‘batteries and bulbs amounted in value to £3,313,100. 


Tobacco Manufactures. There are 5 factories employ- 
in the manufacture of 


the British-American Tobacco Company . (Hongkong) Ltd., 
‘Nanyang Brothers Tobacco Company Ltd, The Hongkong 
Tobacco Company Ltd., and the London Tobacco Company 
Ltd. Cigarettes and cigars of all qualities are manufactured 
‘and the production of packaging is ‘also carried out in the 


‘Colony. The local tobacco industry has found itself in in- 
ereasing difficulties since the closure of the China market 
‘in 1949, and the year has been marked by a series of staff 


‘retrenchments carried out by the British-American Tobacco 
in particular. There was some 
‘improvement in the employment position in this industry 
.towards the end of the year. Exports of cigarettes were 


valued at £165,600. 
The principal items of footwear BET aR 


Footwear. 
tured locally are rubber shoes and boots. There are 51 fac- 


tories engaged in the production of these items, with a 
‘ total labour force of over 6,000. Exports, during 1953, 


amounted to 911,402 dozen pairs valued at £3,291,000. The 
United Kingdom is by far the largest market. 


Cement. Only one factory, the Green Island Cement 
is engaged in the manufacture of cement in the 
It has a capacity of 110,000 tons a year and em- 
Apart from clay and iron ore, all the 


raw materials required are 
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obtained from overseas. The 
great bulk of the company’s output is absorbed locally, but 
some exports are sent to Malaya and Borneo and other South 


East Asian territories. Exports, in 1953, were valued at 


£159,054. 


Cordage, Rope and Twine. There are 40 factories 
employing some 800 workers in this section of local indus- 
try. The most important of these is the Hongkong Rope 
Manufacturing Company Ltd., which produces ropes and 


hawsers of various kinds from raw fibre imported from the 
Philippines 


~ Matches. There are four match factories in the 
Colony, with a total labour force of 500. Their products 
are of good quality and find their largest markets in Malaya, 
the United Kingdom, the Philippines and Indonesia. 
The value of exports during the year was £72,081. 


Plasticwares. Thirty factories employing a total of 
over 800 workers are represented in this section of local 
industry, but only two are engaged in modern methods of 
production. A very wide range of products is available— 
toothbrushes, mugs, plates, combs, coat hangers, cigarette 
cases, electrical fittings, signboards, chopsticks, poker chips, 
toys, etc. Exports during the year were valued at £302,899, 
and the main markets were Malaya, Indonesia, the Philip- 
pines, Burma and Thailand. 


Sugar refining. There are four sugar - factories and 


refineries in the Colony, employing a total of over 500. 


workers, but the only large scale refinery is that of the 


Taikoo Sugar Refining Company Ltd., which was established 


in 1884. From raw _ sugar obtained principally from 
Mauritius it produces light quality refined sugar, granulated 
sugar, crystals, half cubes, brown sugar and golden syrup. 


Miscellaneous. Other local industries which employ 


substantial numbers of workers are mining and quarrying— 


2,000; wearing apparel, footwear (other than rubber), and 
made-up textiles—3,900; wood and cork manufactures 
(other than furniture) —1, 400; printing, publishing and 
paper dyeing—5,800; chemicals and chemical products (other 
than paints and lacquers) —2, 000; clay, pottery, abrasives, 
glass and glassware—1,700. 


CO-OPERATIVE SOCIETIES 


Fish Marketing Organization. In 1945, Government 
set up a Fish Marketing Organization to control the trans- 
portation and wholesale marketing of marine fish. The 
main aim of the Organization is the provision of orderly 
and efficient transport and marketing facilities so that fisher- 
men may receive a fair return for their produce and so be 
encouraged to increase production. The Organization is 
self-supporting and has been so planned that eventually it 


may be taken over by the fishermen and run as a co- 


operative enterprise. 


The main functions of the Organization are the collec- 
tion and transportation of fish from the fishing villages to 
the four wholesale markets in the urban area and the 
supervision of sales and financial transactions. Fish collect- 
ing depots have been established’ in the main fishing villages; 
fishermen who send their catch through these depots may 


leave their produce in the hands of the staff of the Organiza- 


tion who look after it until it is sold in the Market. The 
majority of fishermen, however, prefer to accompany their 
own fish to market or have a friend or agent to look after 
it for them. In the wholesale markets, the fish is sorted 
into types and grades, weighed and put up for public auction. 
The proceeds of. sales (less a 6% commission charge which 
covers the cost of services provided by the Organization) 
may be collected by the fishermén directly after the auc- 
tion, or later from their local depot. 
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The main types of fresh fish sold in the wholesale 
markets during the year were golden thread, lizard fish, 
red sea bream, conger pike, hair tail and yellow croaker. 
The average wholesale and retail prices of these fish are 
given below:— 


Type of Fish Average Wholesale Average Retail 
Price ($ per cms) Price ($ per catty) 
Golden Thread... 1.07 1.50 
Red Sea Bream ....... 1.07 1.50 
Sommer . 87 1.35 
Pamir .68 1.00 
Yellow Croaker....... 1.34 1.80 


Prior to 1950, there was a thriving export industry in 
salt/dried fish to China but, shortly after the start of the 


Korean war, the Chinese authorities placed an embargo on. 


the import of salt/dried fish from Hongkong. During the 
past few years, exporters have made determined and suc- 
cessful attempts to find new export markets. The main 
overseas markets are now Singapore, Formosa, Macao, Indo- 
nesia, Siam and the Philippine Islands and there is every 
indication that the U.S.A. will also become one of these 
markets. 


Over the past few years, the Organization has operated 
a revolving loan fund which provides fishermen with credit 
facilities for productive purposes. At the end of 1953, 
1,990 loans amounting to about $1,250,000 had been granted; 
of this amount, $1,037,000. has been repaid. 


- Education plays a large part in the welfare programme 
of the Organization and over 1,000 fishermen’s children 
are receiving education in schools wholly or partially 
financed by the Organization. 


Vegetable Marketing Organization. A Vegetable Mar- 
keting Organization was established by Government in mid- 
September, 1946. This Organization controls the transport 


and wholesale marketing of vegetables produced in or im- 


ported into the New Territories. With the provision of 
adequate transport and marketing facilities it was expected 
that the local farmer, as a result of receiving a fair return 
for his labour, would be encouraged to increase production. 
That these hopes have been fulfilled may be seen from the 
fact that in 1953, local produce amounted to 50,401 tons, 
with a wholesale value of $15,565,307, as compared with 
19,440 tons and $5,269,386 for 1947 (the first year in 
which the Organization was in operation). 


The Organization is responsible for the collection and 
transport of vegetables from collecting points in the New 
Territories to a central wholesale market in Kowloon. Col- 
lecting depots have been established in the main production 


areas, and farmers operating through them may leave their 


produce in the hands of the Organization’s staff, who look 
after the vegetables until they are sold in the market. The 
proceeds of sales (less a 10% commission charge) are taken 
back to the depots by the same staff for distribution to 
the farmers. 


It is Government’s intention that the Organization 
should later be run as a co-operative enterprise by the 
farmers themselves. To this-end, farmers are being actively 
encouraged to form co-operative societies to take over the 
work of the Organization’s depots. By the end of the 
year, some 45% to 50% of all locally grown vegetables 
were being handled by registered Co-operative Marketing 
Societies, and farmer-operated Collecting Centres (embryo 
Co-operative Societies, financed by the Orenipaven but 
administered by the farmers). 


The marketing scheme is operated under the “Agricul- 
tural Products (Marketing) Ordinance, 1952” which provides 
for the appointment of the Director of Marketing as a cor- 
poration solely with power to acquire and dispose of pro- 
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perty. 
of a Marketing Advisory Board, consisting of the Director 
as chairman and four other persons nominated by Govern- 
ment, 


For many years, one of the main problems of the local | 


vegetable farmers was the lack of a cheap fertilizer. In 
1952: the Organization started a scheme for the maturation 
and distribution of nightsoil collected fram the Kowloon 
area. This scheme proved to be most successful and during 
the year it was decided to take nightsoil collected from the 
urban area of Hongkong island. 


During the latter part of the year the ‘Cette set | 


up a revolving fund for the purpose of extending credit 
facilities to vegetable farmers. The loans are for produc- 
tive purposes only and are made available to farmers 
through Co-operative Societies. Although the scheme 
only came into operation late in November, by the end of 
the year over 120 farmers had received short-term loans, 
totalling about $25,000, through their Co-operative So- 
cieties. 


The Organization continues to receive valuable finan- 
cial assistance from Colonial Development and Welfare 


NATIONALE HANDELSBANK N.V. 


Incorporated in the Netherlands. 
Established 1868. 


The liability of shareholders of the Company is limited 
Capital issued & fully paid up . Nfl. 38,000,000.- 


Reserve Funds 939,200,000.- 
Head Office:— Amsterdam. | 
Branches:— 
Netherlands: — Sumatra:— Lombok:—. 
Hague Djambi Ampenan 
Rotterdam Medan Henskens. 
Palembang 
Djakarta Telok Betong Tokio 
Djakarta Gambir | Kobe 
Borneo:—_ 
Bandjermasin 
Mal (Sub-Agency) 
Pontianak 
Probolinggo Singapore. 
Surabaya Makassar Bangkok 


Representatives in London and New York. 

Correspondents throughout the world. 

Banking business of every kind transacted. 

Affiliation in Canada: . 

The Mercantile Bank of Canada 

Montreal Mand Vancouver. 

> H. Sardeman, 
Manager. 


The Ordinance also provides for the appointment — 
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For the month of September, the 
highest and lowest prices for gold were 
$257 and 251% (closed at:255%), while 
those of U.S.$ were $592 and 580% for 


_ T.T., and 59034 and 579 for Notes. The 


Interest for the change over in 
forward favoured sellers, and totalled 
$4.20 per 10 taels of 945 fine. Local 
stock was ample to meet demand for 
export; arrivals from Macao were con- 
tinuous. Tradings continued to in- 


D.D. Rates: High 588%, Low 585. 


Trading totals were, for T.T. US$3,- 
160,000, for Notes in cash US$1,788,- 
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: ae | ae Cress rates worked in the Exchange expenditure of U.S. Forces in Taiwan. 
ty) 12 25514 254% were US$37.83—87.58, while contract- With this new demand, local surplus 
13 256 2544 265% High ed price stood at 37.85 C.F. Macao, notes from Japan, Korea, the Philip- 
and a total of 44,800 fine ounces was_ pines, and South East Asia should find 
16 255° 254.3% concluded during the period. a good outlet. Interest favoured sellers, 
Funds. Up to the end of 1953, a total of $805,849 in Locally Produced Vegetables 
grants and loans had been disbursed from this Fund and Prion prise 
expended on the construction and running expenses of Wis. tithies 0.15 ‘0.21 
Vegetable Collecting Centres and Depots and the purchase Flowering Cabbage .... 6. 0.27 
of a land transport fleet. aa 0:18 0730 
Water Spinach ......... 0.12 0.25 
The main types of vegetables produced locally were Water-cress 0.17 0.23 
white cabbage, flowering cabbage, turnips, tomatoes, water . Imported Vegetables | 
spinach and water-cress; the main types of imported vege- Type of Vegetables Average Wholesale Average Retail 
tables were Tientsin cabbage, Irish potatoes, Chinese melons, ein Price ($ per catty) Price ($ per catty) 
hair uash, white cabba nd turni The aver 
y squas abbage a nips. age Irish Potatoes ......:. 0.20 0.32 
. - wholesale and retail prices. of these vegetables SS the Chinese Melon ........ 0.13 0.15 
Hairy: Squash. 0.17 0.27 
year were | White Cabbage... 0.12 0.20 
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amounted to $3.11 per U.S.$1,000. Posi- 
tions taken figured at US$4% millions 
per average day. In the D.D. sector, 
market was quiet, for remittances 


from US and _ the Philippines were 
limited. 
Yen and Piastre 
Yen notes quoted $1,360—1,350 per 100,000, 


and 11.6 millions were traded. Interest favour- 
ed sellers and amounted to $4.95 per 100,000 
for the period under review. : 

Piastre notes quoted for cash $956—-895 per 
10,000, but nothing was concluded in forward. 
Interest favoured buyers and amounted to $31.70 
per 10,000. 


Miscellaneous Far Eastern T.T. 


Highest and lowest rates per foreign currency 
‘unit in HK$: Philippines 1.89—1.86, and Japan 
0.01375——0.013225. Highest and lowest rates 
per HK$ in foreign currency: Malaya 0.53375— 
0.53275, Indochina 10.80—-10.50, and Thailand 
3.79—3.70. Sales: Pesos 520,000, Yen 190 mil- 
lion, Malayan $410,000, Piastre 17 million, and 
Baht 12 million. The mtarket was generally 
quiet with exception of better buyers for Yen, 
for its official Sterling rate changed from 
1,009.80 to 1,000.00* due to the recent drop 
of cross rate in New York. 


Chinese Exchanges 


Official rates for People’s Bank notes were 
unchanged at 4,270 per HK$, 22,270 per US$ 
and 65,980 per £. Cash notes quoted. nominally 
here at $135 per million; little business con- 
cluded. Official rates for Taiwan notes were 


unchanged at 15.65—15.55 per US$ and 2.74— 


2.72 per HK$. Cash notes were quoted at 
$216—-170 per 1,000, while remittances were 
at 210—197. A decline was noted due to the 


situation in Taiwan, and some uneasiness was 
felt in Taiwan in regard to the financial market. 
Authorities there acted quickly and some ar- 
rests were made last week. ‘ 


Bank Notes Market 


Highest and lowest rates per foreign currency 
unit in HK$: Bngland 15.78—15,.67, Australia 
12.05—-12.03, New Zealand 14.06—14.00, Egypt 
14.00, South Africa 15.51—15.48, India 1.18— 
A.165, Pakistan 0.965—0.945, 
0.97, Burma 0.67—0.65, Malaya 1.831—1.821, 
Canada 6.02-—-5.985, Philippines 1.925—1.895, 
Macao 1'.03—-1.025, Switzerland 1.35, France 
0.0155—0.0154, Indonesia 0.175—0.17, and Thai- 
land 0.262—0.253. 


Sterling notes forged by the Nazis during this 


last war in denominations of £5, £10, £50 and 
£100 are stocked here and quoted only 80 HK 
cents per £ a few months ago. Recently, the 
Bank of England agreed to examine them (a 
total of about £50,000) in order to sort out the 
genuine ones. Prices for these notes jumped 
to $4.50 per £. Last news received was that 
one lot of £7,000 was examined and 
were found to be genuine; local prices then 
dropped to $1.00 without finding a buyer. 


HONGKONG SHARE 
MARKET 


Trading was dull at the beginning of 
the week but later improved with HK 
Banks, Union Insurance and Cement 
registering new gains and the turnover 
during the week totalled a little over 
$3 million, 


‘Market developments during 
week: Monday—Holiday. Tuesday— 
Apart from some renewed interest in 
Hotels which improved further to 
$11.20 the market was neglected and 
dull. Price changes were therefore 
insignificant although the undertone 
was fairly steady. The turnover was 
$571,000. Wednesday——The 
continued in much -the same groove 
with only a moderate volume of busi- 
ness. However, changed rates were 
fractionally. higher and the undertone 
at the close appeared to be a shade 


Ceylon ,0.98— . 


only £30 


the 


market 


steadier. The turnover for the day 
was $347,000. Thursday—Following 
Wednesday’s firmer tendency buyers 
were more in evidence when _ the 
market opened today. After a period 
of stagnation signs of fresh enquiry 
led to a general all round § improve- 
ment. in prices. Interest was fairly 
well. spread without any. outstanding 
gains being registered. Cements al- 
ways had good support and closed firm 
as did most counters in the utility 
group. Wheelocks also improved on 
better demand. Elsewhere prices were 
steady and the market closed firm. 
The turnover for the day was $965,000. 
Friday—There was an immediate fol- 


low through the morning to the im- 


proved sentiment shown on Thursday, 
when buyers advanced their, offers in 
early trading. Utilities were again in 
demand with chief interest shown in 
Electrics and China Lights. Cements 


forged further ahead on continued de- 


mand. H.K. Banks and Union Insur- 
ances reached new highs in_ recent 
years at $1,810 and $9385 respectively. 
Dairy Farms recovered steadily, during 
the past two days. Turnover for this 
day amounted to $1,218,000 and the 
undertone at the close was firm. 


HONGKONG GAS 
COMPANY 


Negotiations to buy the HK Gas 
Company shares at 42s 6d each be- 
tween Wheelock Marden & Co. of 
Hongkong and the Gas'Company reach- 
ed its final stage last week when the 
directors of the Gas Company circu- 
lated a letter to the shareholders an- 
nouncing the agreement reached be- 


tween the two companies. When the 
news ffirst circulated on July 12, 
1954, the shares were quoted on 
the London Market at 30s. to 
35s. Later when the news’ was 


published in papers, the share quota- 
tions rose from 37s 6d to 42s 6d. 
Wheelock Marden and their associates 
in Hongkong held between them more 
than 55,000 of the 255,987 issued 
shares of the Company and _ wanted 
to increase their holdings to at least 
80% of the whole. The main terms of 
the agreement are as follows: 1. The 
purchasers buy for cash at 42s. 6d. 
each, the shares held by those share- 
holders who ratified the agreement. 
Those shareholders would remain en- 
titled to receive an interim dividend 
of 4 per cent free of tax. 2. The 
agreement is conditional upon ratifica- 
tion not later than November 5, 1954, 
by holders of not less than 149,000 
shares, or such less number as the pur- 
chasers may decide to accept. 3. All 
directors should retire in favour of 
nominees of the purchasers. and should 
be paid by the purchasers with the ap- 


proval ,of a general meeting of the 
company, compensation for loss of 
office. The amount of compensation 


would be £7,607 for each director. 4. 
The balance of the remuneration of 
the directors was payable under article 


\ 


PAR GASTERN 
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84 which prescribed fixed fees for each 
director, with an additional sum for 
the chairman. No separate compen- 
sation was to be paid in respect of 
these fixed fees. 5. The “purchasers 
had undertaken with Mr. Glen,- the 
Chairman of Directors of the HK Gas 
Company, that if the agreement be- 
came unconditional, they would procure 
that the company would pay Mr. Glen 
in consideration of the surrender of 


his own interest in the benefit men- 
tioned below, the sum of £2,500. 


(In 1862, when the Gas Company 
was formed; it entered into an agree- 
ment to buy the original concession for 
supplying gas in Hongkong. By that 
agreement, the company obliged, 
whenever its paid-up capital is in- 
creased beyond £20,000 to allot to the 
vendor of the concession or to his as- 


signs, for cash at par, one-fifth of the | 


additional capital. Mr. Glen inherited 
half of the benefit of that obligation 
and the sum to be paid to him for its 
surrender was the same as that which 
has also been agreed to be paid to Mrs. 
D. C. E. James who owned the other 
half). 

6. Any shareholder wishing to ac- 
cept the offer should do so by lodging 
at the registered office of the com- 
pany, on or before November 5, 1954 
a duly completed form of ratification. 
The directors have undertaken to com- 
plete and lodge such ratification in 
respect of their own _ shares. They 
own between them 36,034 shares. 7. 
The date for completion of the pur- 
chase will be November 30, when the 
total purchase money is to be paid 
by the purchasers to Messrs. Cash. 
Stone and Company, the London Audi- 
tors of the company acting as agents 
for those shareholders who have rati- 
fied the agreement. -If any ratifying 
shareholder fails to lodge these docu- 
ments by the due date, the purchasers 
will have the option either to enfcrce 
or to cancel the purchase of the shares 
concerned and, in the latter event, 
the purchase money will be returnable 
to the purchasers. 8. For the pro- 
tection of nine of the senior em- 
ployees of the company, the purchasers 
have undertaken that, subject to cer- 
tain qualifications, if any of these em- 
ployees are dismissed within ten years 
they will be compensated on a basis 
similar to that provided by the Local 
Government Act 1933, for the compen- 
sation of redundant local authority 
employees. It is also provided that 
the auditors of the company in Lon- 


don and Hongkong will be either re- 


tained for three years or receive as 
compensation the balance of three 
years purchase of their annual fees. 
9. That reasonable costs and expenses 
incurred in relation to the prepara- 
tion and completion of the purchase 
agreement are to be paid by the pur- 
chasers. 

- The present prosperity of the com- 
pany had only been achieved com- 
paratively recently, after making good 
the disastrous effects of the Japanese 
occupation. 
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in the finartcial position of the com- 
pany since December 31, 1953 were at 
September 23, an increase of £19,687 
in the issued capital and an increase 
of approximately £49,000 in cash and 
deposits. Contracts for capital ex- 
penditure have increased by about 
£22,000 and trading profits for the 
first’ six months of 1954 are about 15% 


higher than those for’ the cor- 
responding period of 1953. On the 
London Stock Exchange the _ shares 


fetched, 15s. to 18s. in 1938, 2s.6d. to 
4s. in 1942, 14s.6d. to 17s. 44d. in 
1946 and 14s.3d. to 15s. 3d. in 1952. 
Each former share is now represented 
by 1% shares, for which those share- 
holders who ratify the agreement will 
receive 63s.9d. 


Mr.’ Glen warned the _ shareholders, 
“If you prefer to retain your shares no 
action is required (this refers to: com- 
pleting the various forms). It is 
thought, however, that the shares will 
not be so readily marketable in London 
if the control of the company and a 
large majecrity of the shares are trans- 
ferred to Hongkong.” 


HONGKONG FAR 


EASTERN TRADE REPORTS. 


Local commodity market maintained 
the firm trend of the previous week 
but trading on the whole lacked bulk 
transactions. Shipments to Thailand, 
Korea, Australia, and Indochina were 
active; orders from China, Taiwan and 
Japan slowed down while import re- 
strictions in Indonesia, Burma and the 
Philippines curtailed much of the trade 
between Hongkong and these’ coun- 
tries. On the spot market, popular 
items of metals enjoyed brisk business; 
China produce maintained good export 
demand; paper remained steady with 
local support; industrial chemicals and 
pharmaceuticals registered only scanty 
transacticns; cotton yarn revived on 
better local export demand; but 
cotton piece goods still lacked active 
support. | 


Trade with China: China resumed its 
exports of mineral ores via Hongkong. 
A small shipment of antimony bricks 
arrived by railway from Canton for 
transhipment to Japan. Other minerals 
offered by China include manganese, 
lead and copper. In addition to anti- 
mony bricks, Japan wants iron ore from 
China but so far no transaction has 
materialized. More orders from China 
went to local representatives of manu- 
facturers for direct shipments from 
producing sources. Only supplies for 
urgent requirements were 
from local markets. 


Trade with Taiwan and Japan: Tai- 
wan bought some pharmaceuticals and 
beans from HK while Japan purchased 
only China produce. Japanese _ busi- 
nessmen who are keen in their trade 
negotiations with China recently ap- 
plied to HK Government for. the 
establishment of branches in HK to 


.five years. 


purchased 
| of HK products’ to the US, the De- 


handle transhipments of Japanese and 
Chinese cargoes through this Colony: 


Shipments te Korea: Shipments to 
Pusan last week amounted to 1,500 
tons including industrial chemicals, 
enamelware, rubber footwear,  ferti- 
lisers, cotton yarn, metals, and phar- 
maceuticals. Korean’ traders’ also 
enquired for staple fibre yarn and cot- 
ton piece goods in anticipation of new 
ROK tenders. The Department of 
Commerce & Industry advised expor- 
ters that applications for comprehen- 
sive certificates of origin for exports 
to Korea must be made to the Depart- 
ment av least 10 days before shipments 
and for ordinary certificates of origin 
at least 4 days. In both cases, the De- 
partment must be satisfied that the 


goods have no Communist Chinese or. 


Japanese content. 

Exports to Indonesia: Shipments to 
Djakarta during last week consisted 
only of small quantities of metals and 


garlic. In an effort to check the price 
jumps of piecegoods Indonesia, 
Djakarta authorities recently an- 


nounced that all imports of cotton piece 
goods in the future would be bought 
up by the Government at fixed prices. 


Shipments to Thailand: Thai traders 
circulated enquiries for 200 bales of 
cotton yarn and popular metals. Pur- 
chases, however, remained slow. Ship- 
ments to Bangkok last week inciuded 
cotton yarn, garlic and dried chilli. 
Thai authorities recently announced 
that new firms which had never done 
any foreign trade previously could not 
apply for import of goods under the. 
control list except on special approval 
from concerned authorities. Import 
quotas for established importers would 
not exceed the average of the past 
In the case of firms which 
cperated less than five years, last year’s 
record would be taken as the basis. 


Exports to Burma and the Philip- 
pines: Pending the result of the re- 
registration of importers in Burma, 
shipments to Rangoon came almost to 
a standstill. In view of the Philippine 
restriction on the imports of goods 
of Communist and Japanese origin, HK 
exporters recently shipped China pro- 
duce of Thai and Taiwan origin to 
Manila. Shipments of HK products to 
the Philippines remained brisk. 

Trade with Indochina: Taking ad- 
vantage of the temporal relaxation of 
imports under new Communist control 
importers in Haiphong urged HK ex- 
porters to rush large quantities of 
potatoes, onion, fruits, garlic, cotton 
yarn, cotton piece goods, Chinese herbs 
and edibles to Haiphong. Shipments 
to Saigon also improved. 


Exports to the US: On the exports 


partment had ruled that semi-precious 
stones (all gem stones other than dia- 
monds, pearls, emeralds, rubies and sap- 
phires) and manufactures thereof, in- 
cluding jewellery, will be considered as 
“presumptive” items and will only be 
allowed entry into the US and its de- 
pendencies if covered by comprehensive 
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certificates of origin; and (2) in com- 
pliance with the ruling in the US, 
hand painted pictures and Christmas 
cards as well as printed Chinese-type 
pictures and Christmas cards, from HK 


cannot be certified: for export to the 


US and its dependencies. 


China Preduce: Trading remained 
brisk with support from Taiwan, Japan, 
Australia, India and Southeast Asia. 
Low supply of some items curtailed 
the otherwise substantial trade. Prices; 
however, improved. Soyabeans enjoy- 
ed strong demand from _ Australia, 
Japan, Singapore and local food pro- 
ducers, but failed to gain due to new 
arrivals. Taiwan bought only beans 


while Southeast Asia purchased dried 


chilli, garlic and cassia lignea. Besides 
soyabeans, Japan  purchased_ small 
quantities of sesamum seed, hemp seed; 
hemp fibre, and coir fibre. Low stock 
and good demand stimulated prices of 
cotton seed oil, refined bean oil, cassia 


lignea, hemp seed, menthol crystal and 


dried chilli. Increased indents’ im- 
proved quotations of citronella oil, 
gallnuts and raw silk. Prices of wood- 
oil, groundnut oil, linseed, maize, tea 
and ramie remained firm but brans de- 
clined under the weight of heavy ar- 
rivals. 

Metals: Metals retained buoyant 
mood with brisk trading. Low stocks 
of some popular items limited the 
volume of business on the spot market 
but encouraged booking of forward 
cargoes. Items registered gains on 


the strength of good.demand and low 


stock included galvanized iron sheet, 
tinplate, black plate, zine boiler plate, 
steel wire rope, galvanized iron pipe, 
piano wire, scrap iron, scrap brass and 
scrap copper. Tinplate waste waste 
firmed in the wake of increased indent 
and difficult supply. situation. Gal- 
vanized steel plate enjoyed active de- 
mand but failed to improve due to sell- 
ing pressure. Heavy supply and lack 
of demand ;depressed the price of pig 
lead. 


- Paper: Export demand remained slow 
with Korea and Indonesia only en- 
quiring for various items. Local de- 
mand however kept. prices steady. 
Popular items during’ the week in- 
cluded duplex board, cellophane, glas- 
sine, white manifold, M.G. white sul- 
phite, M.G. ribbed kraft, newsprint in 
reams, woodfree printing, art printing, 
bond and M.G. cap. In_ addition to 
M.G. cap and strawboard, China last 
week offered to ship Polish newsprint 
in reels to Hongkong. 


Industrial Chemicals: The market 
slowed down with only limited export 
demand. Gum _ Arabic improved in 
line with higher indent quotation and 
prices of other popular items. re- 
mained steady. China bought small 
quantities of petrolatum, paraffin oil, 
carbon black, sodium nitrate, tanning 
extra and gum Arabic while Korea pur- 
chased some red phosphorus, soda ash 
and rosin. 


Pharmaceuticals: More enquiries 
were received than orders’ during the 
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week. Prices of popular items how- 
ever remained steady on low stocks. 
_ Hongkong Manufactures: Hongkong 
products now comprise about 60% of 
all exports to Australia. Recent. ship- 
ments to Sydney included enamelware, 
vacuum bcttles, rubber shoes, under- 
wear, gloves,: camphorwood_ chests, 
cotton piecegoods, plastic goods . and 
rattan manufactures. Among re-exports 
to Australia were grass goods, bamboo- 
ware, pottery, feathers, vegetable oils, 
beans, silk goods and drawnthread works. 
About 300 tons of rattan goods con- 
sisting mostly of furniture and other 
household goods, were exported to 
Europe and the US during the week. 
Cotton Yarn & Piece Goods: Firm 


cotton quotations, active local demand 
and recent shipments to Indochina and 


Korea improved prices of yarns on the | 


market. HK yarn of 20’s and Japa- 
nese of 32’s were more popular than 
other products. The piece goods mar- 
ket, however, remained sluggish with 
only sparse local sales. With the ex- 
ception of Japanese grey sheetings and 
HK drills, prices in general depressed. 


Rice, Flour and Sugar: With the ar- 
rival of fresh rice from Thailand 
Government rice sold at lower prices. 
About 20,000 bags of. rice were trans- 
acted last week. During the first 9 
months of 1954 the monthly sales of 
imported whole & broken rice were: 
January 22,530 tons; February 17,520; 
March 20,190; April 19,510; May 
16,050; June 18,620; July 13,280; 
August 16,260; and September 18,270. 
Trading of flour turned slower during 
the week and only 10,000 bags of flour 
were transacted. Korean’ enquiries 
and the difficult supply situation of Tai- 
wan sugar improved sugar quotations. 
Taikoo and Japanese sugar also enjoyed 
brisk trading and slight gains. 

Japanese Cement: More than 3,000 
tons of Japanese cement arrived here 
last week. Japanese cement is' now 
the cheapest on the market and en- 
joys good local and export demand. 


During the first eight months in 1954 


the value of imports of Japanese 
eement totalled about HK$10 million. 
At; the end of last week the price of 
one bag of Japanese cement of 100-lb 
packing was only about $6 and that 


of bulk packing was about $125 per 
ton. 


Hard Fibre Output in the Far East 


World production of hard fibre be- 
gan to decline in the second half of 


1953 and is further declining this year. 


Disregarding the odd 15,000 tons pro- 
duced in the five Central American 
states world production in 1954 will 
not exceed 100,000 tons. The 1953 
output totalled 114,000 tons. In the 
Far East, both Indonesia and_ the 
Philippines are producing less. Pro- 
duction in the Philippines during the 
first quarter, at a monthly rate of 
about 9,000 tons, declined more than 
20%. from the comparable 1953 figure. 
In Indonesia, the data so far available 
for 1954 do not bear out earlier hopes 


to other crops. 


of a substantial ‘recovery in produc- 


tion. 
In the first quarter of the year, 
monthly production, amounting to 


2,160 tons, was below the 1953 average. 


It seems that last year’s total output of 


27,000 tons, including sisal and abaca, 
line fibre as well as flume, will not be 
surpassed this year. 


Output of Sisal and Abaca 
Monthly Rates 


First quarter 1968. 2,550 tons 
Fourth quarter 1953 .......... 1,963 tons 


The decline in output in latter 
part of last year was caused by in- 
tense drought in Java. In Sumatra, 
operations are hampered by a con- 
traction of the abaca area, much of 
which has become too old for efficient 
production and is being turned over 
Sumatra  abaca out- 
put, which fell from 5,000 tons in 
1952 to 3,000 tons in 1953, may fall 
by another 1,500 tons in 1954. 


Both Java and Sumatra remain vic- 
tims of Government policies. Illegal 
occupation of estate lands is on the 
increase. The authorities do little to 
settle the squatters elsewhere. Aliena- 
tion of land cultivated for hard fibres 
remains a threat. The estates are re- 
luctant to cultivate new areas to re- 
place those abandoned. 


British North Borneo may become 


an important producer of abaca. Japa- 
nese first cultivated abaca on the east 


coast. By 1938, production rose to 
1,261 tons. War-time neglect ham- 
pered progress. Annual production 


averaged over 700 tons between 1947 
and 1950. A programme of rehabilita- 
tion was launched and by end of 1952, 


3,428 acres of abaca had been re- : 


NOTICE 


UNION INSURANCE SOCIETY 
OF CANTON, LTD. 


Notice to Shareholders : 


NOTICE IS HEREBY GIVEN 
that an Interim Dividend of 
£1.0.0 per share free of Hong- 
kong Corporation Profits Tax has 


been declared on account of the 
year 1954. 


This Dividend is payable on or 
after 19th November 1954. 


The SHARE TRANSFER 
BOOKS of the Society will be 
closed from 10th November to 
19th November 1954 both days 
inclusive. 


By Order of the Board, 
L. B. STONE, 
General Manager. 


Hongkong, 23rd September 1954 
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established. Production 
456 tons in 1952. — 


One of the principal 
the shortage of labour’ throughout 
North Borneo. .The local people do 
forest work such as jungle clearing, 
but routine estate work is generally 
left to Chinese, Malays and other im- 
migrants. Estates cannot be expand- 
ed without the recruitment of further 
labour from abroad. 


Despite the decline. in production, 
markets for hard fibre have been 
weaker this year than for some time 
past due to less demand. Philippine 
sales of abaca are dependent on de- 
mand in Japan and ~.United States. 
These two markets took about three- 


fifths of abaca exports in 
1953. 


Review 


recovered to 


difficulties is 


AIR DELIVERY OF THE FAR 
EASTERN ECONOMIC REVIEW 


Air delivery of the Far Eastern 
Economic Review can be made at 
reduced rates to the following 
destinations :— 


United Kingdom, the Con- 
tinent of Europe, Japan, Thailand 
at HK$ 112 or £7. 


Air delivery to the United 
States of America can be effected 
via London and from there by sur- 
face mail at HK$120 or £7.10.- 
or US$21. 


Subscription prices are for one 
year but subscriptions for six 
months are also accepted. 


London Office 


St. Stephen’s House 
Victoria Embankment 
London S.W. 1% 


Tel. TRA 6470, 4551 


Hongkong Office 
322, Queen’s Building 
Tel. 32429 


Tokyo Office 


407/9 Hotel Tokyo Building 
Marunouchi 


| Tel. (28)3907-9, 3986 


‘Published and edited by ERIC E. HALPERN | 


for and on behalf of The Far Eastern % 
Economic Review Ltd., at 322, Queen’s Build- 


ing, Victoria, Hongkong.—Telephone: 32429. : 
Cables: Ficom. 
The Far Eastern Econonfic Review is 
4 


published weekly and printed in Hongkong 
by the Graphic Press Ltd., 4, ‘Queen’s Road, 
C. 


* 


Annual subscription rate: $80. 


Overseas 
$93 or £6.0.0-or US$16.- 


Price per single copy: $1.60 
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L] Shipping, Airways & Insurance Agents 
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‘FENG ELAN 


\ 


— 


Queen’s Buil ding 


S buyi ents, confirmers and shippers | , 7 
A experience of world markets, [| HONG KONG 
we offer an unrivalled service to intending 
ee buyers. Shipping and insurance are undertaken 
and competitive C.I.F. estimates given. En- Pe 
quiries for all classes of merchandise are invited. 4 


| 
Correspondence is conducted in all | 


commercial languages. | | 
ASSOCIATED EXPORTS LTD., ESTABLISHED 1929 | P. O. Box No. 6 
Dunster House, 37 Mincing Lane, | : 
London, E.C.3, England | Cable Address: 
‘ NORWEGIAN | 
Imports: 


Paper and Boards, all kinds of 
Timber, Wallboards, Plywood, 
Metals, Chemicals, Fishing Equip- 
ment, Wine & Spirit, Provisions, 
General Merchandise. 


Exports: 


China Produce, Seagrass, Feathers, 
Wood Oil, Bamboo, Rattan, Cotton ae 
Waste, Hair Nets, Human Hair, a 
Cassia, etc. — Hongkong Manu- it 
factured Goods. 


Se 


Marina House Hongkong Also in: BANGKOK, NAIROBI, OSLO, || _— 
Pianos, Radios, Gramophones, Sound SANDAKAN & SINGAPORE. 


Equipment, Amplifiers, Refrigerators, Electrical Appliances,  {; 
Crystal Chandeliers, Language and Musical Records, 
Music Books, Wind and String Instruments. 7 a 


4 4 | 

SS 
‘ty 

SSS 

WSS 

SW 

NSS Ss 

Si 

PATER 
| | 
| 
| 
a 
Ze 
ZA 
“4 
11.24648 
« 6 
| 
\ = | / | 
| 
| 
\ 
\ 
AN FOOK PIANO CO. 
& 
3 


j 


Uctober 21, 1954 


FAR EASTERN 
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50 YEARS 


EXPERIENCE AT YOUR SERVICE 
To 


SOUTH AFRICA 


and 


SOUTH AMERICA V. V. 


Regular Monthly Fast Express Service by our well-known vessels 
BOISSEVAIN, RUYS, TEGELBERG ete. 


| To 
BRITISH EAST AFRICA 


and 


SOUTH AFRICA V. V. 


| : Regular Monthly Service 

| Accepting Transhipment Cargo on Through Bills of Lading 
To 

West African Destinations 


SINGAPORE AND INDONESIA 


| Regular Fast Service by Our New Comfortable Vessels 
| TJIWANGI/TJILUWAH every 2nd and 16th of each month. 


Refrigerated cargo space, cargo oil tanks, 
and strengroom eompartments available 


| | To 
JAPAN AND INDONESIA 
(inetudine BALI) 


Special Holiday Roundtrip Fares 


fu 
| HOLLAND EAST ASIA LINE 


Fast Regular Monthly Service To Continental Ports 


Offices in Hongkong, Japan, Philippines, Indonesia, 
Sydney, Durban, Buenos Aires, Antsterdam. 
AGENTS THROUGHOUT THE WORLD 


Particulars gladly supplied by 


ROYAL INTEROCEAN LINES 


King’s Bldg. ground floor, Tels. 28015/19. Hong Kong 


AMSTERDAM BRUSSELS 
FRANKFURT BERLIN. 
COLOGNE DUSSELDORF 
HAMBURG MUNICH 
STUTTGART VIENNA 
BREMEN HANOVER 
ZURICH ROME PARIS 
NICE BARCELONA 
MADRID LISBON OSLO 


In which of 
these major 
European 
markets are 
you selling? 


STOCKHOLM HELSINKI 
COPENHAGEN 


One- cartier 


SERVICE GETS GOODS 


THERE FASTER 
...assures dependable handling 


@ Pan American expedites your cargo through customs 
fast. Keeps it moving to market with no loss of time. Your — 
shipments get personalized service all the way hg this 
one-carrier service. 


© Fast, frequent schedules insure speedy delivery. 


© Pan American flies more international cargo than any 
other airline. Discover the benefits one-carrier Clipper 
Cargo service can offer you. For details and schedules— 


CALL YOUR CARGO AGENT 
er Pan American 
prvntn House, Phone 37031 (Cargo Section) 
Peninsula Hotel, Phene 57572 


*Trede-Mark, Pan Amevicen Verld Airwors, laa. 


PAN AMERICAN 


Pan Amarican Werld Airways, Inc., Incorporated in the State of New York, U.S.A., with limited liability 


World’s Most 
Experienced 
Airline 
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JARDINE, MATHESON | | 
| 
& CO. LT D. | | 
Established 1832 
FAR EAST MERCHANTS : 
HEAD OFFICE: 14/18 PEDDER STREET, | | 
HONGKONG & SHANGHAI BANK 
HONG KO NG | Importers Exporters, | 
f P.O. Box No. 36 Telephone No. 28021 | Tea and General Merchants, | 
| Air Transport | 
| Importers, Exporters, Shipping and | | 
“Insurance Agents, Machinery and | 
Contracting Engineers, Refrigeration | | GENERAL MANAGERS: | 
‘Engineers, Office Equipment Experts, The Indo-China Steam Navigation Co., Ltd. 
7 The Australia China Line 

: Wines and Spirits Stockists, Suppliers’ ' The e Hong Kong Fire Insurance Co. Ltd. 

| of Ships’ Paints, Provisions and i 

| GENERAL AGEN TS: | 

| | Lombard Insurance Co., Limited | 

: | British Overseas Airways Corporation 

HEAD OFFICE: 49 

| AGENTS: 

| 24, ST. MARY AXE, LONDON, E. C3 cia 

Royal Mail Lines Limited | 

Prince Line Limited | 

CHES: "Western Canada Steamships Co., Ltd. | 

a. Pacific Transport Lines, Inc. | 

HONG KONG MANILA Furness, Withy & Co., Ltd. | 

| TOKYO 2 “NEW YORK _ The Union-Castle Mail Steamship Co. Ltd. | 

NAGOYA : | : COLOM BO 7 Ltd. | 
OSAKA BOOCHOW* Thistle Insurance Co., Ltd. 
| | | The Legal Insurance Co., Ltd. | 
i * Business temporarily suspended. Economic Insurance Co., Ltd. | 

The Employers’ Liability Assurance Corp., Ltd. 

The Merchants’ Marine Insurance Co., Ltd. | | 
| ‘SUBSIDIARIES:— | Eastern Federal Union Insurance Co. Ltd. | 

Dodsal Limited, Bombay. | | | 
Dodwell & Co., (Aus.) Pty. Ltd., | HONGKONG AIRWAYS LIMITED 
Padwell & Co, (Bast Africa) Ltd, .Nairobl, | | 
Kenya, THE JARDINE ENGINEERING 
Gardner Diesel Engines, Lid., | CORPORATION LIMITED 
| 
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The United Commercial Bank Ltd. 


. 3 Incorporated in India Vol. 
with Limited Liability | 
ae 
| | | 
Authorized Capital: HK$96,386,000- § 
vi A E R S K LI N E Subscribed Capital: HK$48,198,000- | 
| Paid-up Capital: _..... HK$24,096,000.- Ce 
Managed by Reserve Fund: ......... HK$ 9,638,000.- 
A.P. HOLLER, COPENHAGEN | Reserve Liability of Shareholders: ...... HK$24,096,000.- #} || g Re 
General Agents U.S.A. | | } ) 
MOLLER STEAMSHIP COMPANY INC., | 11? 
NEW YORK BRANCHES | ; 
Fast Fortnightly Sailings To: | INDIA 8 
| 
Y BOSTON, BALTIMORE | 
89 Branches established in all the important places. 
via | 
JAPAN, SAN FRANCISCO, LOS ANGELES & 
PANAMA Karachi Pondicherry | 
M.S. “JOHANNES MAERSK” .... .... Nov. 2 g ) 
” 
M.S. “NICOLINE MAERSK” .... .... Nov. 17 BURMA MALAYA i ; 
Accepting Transhipment Cargo on Through Hig 
Bills of Lading for Central and South : Akyab Penang 1)? 
America, Caribbean and Gulf Ports. — Bassein Singapore 1) ¢ 
Special Strongroom Compartments & | 
Refrigerated Cargo Space. Mandalay | } 
Arrivals from U.S.A. Rangoon | ; 
M.S. “GERTRUDE MAERSK” In Port Buoy A-5 ae} 
| 15 Throgmorton Avenue, LONDON, E.C.2. 
Sailings to India, Pakistan & P. Gulf | | : 
M.S. “HERTA MAERSK” ... .... ... Nev. 7 | 
M.S. “KIRSTEN MAERSK” .... Dec. 7 | 
: | 4 
Arrivals from Persian Gulf & India — SAFE DEPOSIT VAULT | 3 
M.S. “KIRSTEN MAERSK”  .... .... Nov. 3 
me airconditioned SAFE DEPOSIT VAULT ani 
Sailings to Djakarta, Semarang, and provides LOCKERS of different sizes 13 
Sourabaya, Macassar & Balik according to requirements. | $ 
Papan via Manila | 
M.S. “AGNETE MAERSK” .... .... .... Oct. 22 FOREIGN BANKING SERVICE % 
M.S. “MATHILDE MAERSK” .... .... Nov. 6 | 
| | 
For Freight & Further Particulars | 
| Please apply to: | | for Foreign Banking and Exchange all ; 
. | over the world in cooperation with first- > 
JEBSEN & CO. | class Bankers. $ Sails 
Pedder Building. Pel: 36066-9. | | | I 
Chinese Freight Beoking Office | 4 Queen’s Road $ 
27, Connaught Rd., C. Tel: 20361. 7 a a D. P. SARIN $ 
Dates and rotation subject to change without notice. | 
At liberty te proceed via other ports to | Tel. 36071-2-3 Manager. $ 
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